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ROYAL COMMISSION ON COOPEPATIVES 


ee NO TREE ELT RR IN EEN LET RN EE LD 


The Commission appointed to inquire into the 
present position of cooperatives in the matter 
of income and excess profits tax, organization 
and business methods and operations, and the 
comparative position of persons engaged in 
business directly competitive therewith, met in 
Montreal, Quebec, on Monday, February 19, 1945, 
With sittings continuing on Fetruary 20 & 21. 
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Montreal, Quebec, 
Monday, February 19, 1945 

The Commission met at 10.30 Aeme, Mr. Justice McDougall 
presiding. 

THE CHAIRMAN:. Il y a lieu, tout dtabord, de preoiser 
les objets de la Commission Royale ad'Hnquete sur les 
Cooperatives. Aux termes dtun arrete ministeriel 8725 
du 16 novembre 1944, nous sommes charges de faire enquete 

(a) sur la situation actuelle des cooperatives, 
en ce gui concerne l'application, a ces 
cooperatives, de la loi de l'impot de guerre 


sur le revenu et de lavilol de 1940 )sur 
la taxation des surplus de benefices, et 


ea | 


(bd) sur ltorganisation et les methodes et 
operations commerciales des dites cooperatives, 
ainsi que sur toute autre matiere pertinente 
a la question de ltapplication des mesures 
d*impot sur le revenu et de surplus de 
benefices, et 

(co) sur la situation comparative, a ltegard de 
ltimposition, sous le regime des dites lois, 
des personnes exercant un genre quelconque 
‘de commerce et concurrence directe avec les 
cooperatives, 

et de faire rapport, dans la mesure ou la chose peut se faire 
commodement, sur tous les faits qui leur paraissent pertinents, 
erin de determiner, stil y allieu, os qui, dans l'interey 
public, constituerait une base juste, raisonnable ev eguitable 
pour ltapplication de la Loi de 1timpot de guerre sur le 
revyenu 6b de. 14 loi de 1940 sur la taxation des, surplus)dse 
benefices, aux cooperatives et aux personnes autres que 

les cooperatives, a ltegard des methodes commerciales 
analogues aux methodes cooperatives, comme la remise de 

sommes generalement appelees PLevourne, 6b de formurer 

les resoommandations qutils croient justifiees et dans 
ltinteret publie quant a la modification des lois existantes, 


Afin dtaider efficacement au travail de la Commission, 


41 est essentiel de sten tenir exactement aux sujets precises 
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dans ltarrete ministeriel que je viens de citer. Je suis 
sur gue les avocats qui comparaitront devant la Commission 
vyoudront bien nous offrir toute leur collaboration. 


1de dire que nous avons pas 


bos 
= 


Je n' ai pas beso 
a faire le proces d‘aucun cas particulier, Nous ntavons pas 
non plus a etablir de reglementation relative aux impots 
gue doivent payers toutes personnes, societes, 
associations ou organisations quelles solent.. ~.iv u. 
Notre devoir ge borne a recucillir les faits qui nous 
permettront, je jtespere, de presenter un rapport aussi 
precis que possible laissant aux autorites competentes 
le soin de donner suite aux recommandations que nous 
jugerons a propos de faire. 
Les memoires gui nous ont ete presentes ont ete 
inserits daas nos registres en ltordre meme de leur 
reception, Dans la mesure du possible nous devons nous 
en tenir a cet ordre de preseance, Nous sommes maintenant 
prets a entendre ceux qui desirent comparaitre devant 
la Commission. Les avocats ou les interesses eux-memes 
vyoudront bien mentionner leur presence et faire toutes 
observations ou demandes quiils peuvent juger utiles. 
Permettez moi de vous presenter mes collegues, 
MM. Arnason, Elliott, Nadeau et Vaughan. 
Gonnaissant bien la courtoisie traditionnelle de 
votre province, j'ose esperer quten autant que possible, 
vous essaierez de vous servir de la langue anglaise parce 
que trois de mes collegues he parlent pas francais. 
SENATOR ELIE BEAUREGARD: May it please theCommission, 
T appear for La Cooperative Federee de Quebec, which is a 
federation of farmerst cooperatives and represents about four 


hundred local farmerst cooperatives out of a total of six 
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hundred in the province. I represent also the United 
Fishermen of the Peninsula of Gaspe, called Les Pecheurs Unis. 

May it please the Commission, I had declared when I 
filed my appearance that I would appreciate proceeding on the 
twentieth of this month, I had no knowledge at the time of 
the way the Commission would proceed to establish’ a tour de 
Pole Cneune Nearing, but 12 this would-be acceptable to the 
Commission it would be appreciated. 

THE CHATRMAN: Once the appearances are in, counsel may 
COnSuULG Mr. Parker as “tothe List of cases and their arrange- 
ment « 

MR. JOHN We LONG: Mr. Chairman and gentlemen, I appear 
for the Montreal Milk Producers. Gooperative Agrieultural 
Association. 

MRe Js Pe VERSCHELDEN: I appear for the farm mutual 
companies, and I would be interested to be heard on the 
twenty-first on account of my witnesses coming to-morrow 
afternoons. 

THR CHAIRMAN; You. might discuss that with counsel 
afterwards. 

MR. VERSCHELDEN: I gather from Mr. Parker there is some 
question as to whether we shall be heard here or perhaps 
elsewhere, in Ottawa. 

THE CHAIRMAN: Quite so». 

MR. JACQUES PERRAULT: I appear before this honourable 
commission for the seven mutual life assurance societies, 
and also for L'Union Regionale des Caisses Populaires,. 

MR. GUY VANIER: 1 appear for Caisse Nationale d'Economie. 

MR, ROBERT FERRONs I appear for La Chambre de Commerce 
de Montreal. 

MR. PARKER: I suggest, Mr, Chairman, that the Commission 
take about ten minutes’ recess, so that I may confer.with 


counsel with a view to arranging the order of procedure. 
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THE CHAIRMAN: I think possibly out of deference to Mr. 
Brossard, Mr. Parker, if it were possible to proceed with 
one or two English cases so that he may become familiar with 
the manner of proceeding before the Commission, it would be 
be tptuls 

MR. PARKER: That is what I have in mind. Apparently 
there bre some Live or cis cases.to Ds) taken) in. Engileh, ang 
if counsel and those supporting them are present and ready 
LO, proceed, we Will take those up to-daye 

(After a brief recess): 

MR. PARKER: Mre Chairman, I have made some little 
progress, Go this extent: that 1 think we are ready to 
proceed immediately with one or two of the English cases. 
it seems to suit the convenience of everyone, if we make 
& nOve Of this, that numbers seven, nine and ten on the 
blue shest (La Cooperative Federee de Quebec; LiAlliance des 
Cooperatives de Consommation; Pecheurs Unis de Quebec) which 
are being supported by Sentator Beauregard, will be proceeded 
with to-morrow morning, and they will follow in that order. 
We can perhaps begin now with the Canadian Builders Supply 
Besoclavion; Nose.2 on the blue sheet, brief NOs 98; and if 
Nrs Lone Will be ready I propose to take the Montreal Milk 
Producers Jooperative Agricultural Association. Mr. Gould, 
dh beilieveysis present representing the Canadian Builders 
Supply Association. 


Re We GOULD 
General Seoretary, 

Canadian Builders Supply 
Association, having been 
duly sworn, testified as 
foliows: 


eo 


BY MR. PARKER: 
Qe Mre Gould, did you personally prepare the: brief. which 


you are about to present? Hertes, DT dads 
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Q- In what capacity? Ae I am the general secretary 
of the Association. 

Qe How long have you been secretary? A. Since the in- 
ception of the Association some four years ago. 

Q» dust what is the Association? How is it formed? 

A. The Association is composed of the wholesale building 
Supply dealers across Canada. Those are the wholesalers who 
supply all types of building materials, cement, brick, tile, 
rooting, lath, and everything that goes into the building of 
a house. 

Qe The building of a house as distinguished from a big 
office building? A. No3 that is covered as: well -- all types 
or buildings’. 

Q@, i Suppose that adds up to qd uite a dares number of 
firms who are members? A, Yes. We have about eighty of the 
largest firms across Oanada, from Vancouver on the Pacific coast 
to Sydney. 

Qs it is. just a Loose federation -—- just an association? 
Ay Yes, 

Oa. akv 1S" noe incorporated? A. Application’ for incor] 
poration has been maaey 

Q,. Where? Ae In Ottawa. 

Qe By letters patent? <A. By letters patent. 

Qe But they have not been issued as yet? <A, They have 
not been issued, simply because, as the association was formed 
some four years ago it was felt that they would operate for a 
few years more directly and specifically to know what they 
wanted in their charter, 

Qe Of these eighty odd firms, what I think the Commission 
would like to know is to what extent they instructed you 


and to what extent this brief represents their views; or 


eat 


a 
Jogwe? 


o DBR. 


co " 7 x * gia) é 


‘ 5 | 


aia le 
Ay 7th apes 3 
be 
. Coated 
‘ . - 
4 oe, 
i 
. 
n° 
HL, 
«t 
of 
‘ 
+ 
“..2 
Deda 


-d0l1- Mr.- Gould 


are they your own personal ar owe? 

A. By resolution at a general convention held in 
November in the city of Montreal. 

Q. At a convention held in November of last year in 
SLs. CiLy? A. Yess 

Qe How many of the members were present, approximately? 
Ae i would say between fifty and sixty. 

Q. Was this question discussed which is dealt with in 
your brief? A. Yes, this question had been discussed at the 
previous convention a year before, held in Toronto. 

Q. That is, the general subject of taxation? Ae And 
a committee appointed to consider the question; so it was 
on the instructions of that committee. e 

Ge andl atten you-prepared 1% == 2 Ae It was submitted 
to that committee and to the membership in general. 

Q. Consisting of how many-- the committee ? A. Five 
on the committee. 

Q@e And they approved? A. They approved. 

Q. And it was then submitted to the entire membership? 


Ae To the entire membership from coast to COaste 


Qe How -- by letter? Ae BY, LeUver.s 

Q. Were any replies received? Ase Yes, quite a large 
number, approving of ite 

Qe Were there any that did not approve? Ae No, none 
whatsoever, Site 

Q. So thav is the basis on which this document was pre- 
pared, and you say it represents the considered views of those 
members of that Association? A. That ic correct. 

Qe 11 right; perhaps you will read it, thene 

THE WITNESS: Mr. Chairman and members of the Commission; 


MVhen is a profit not a prorit:; This: to use 4. vulgarism 


-d012~ 
Mr. Gould 


born of the Radio is the sixty-four dollar question befove 
this Royal Commission on Cooperatives. The answer of the 
Cooperatives is 'twhen it is a surplus’. We respectfully 
submit that any surplus is a profit within the meaning of 

the term under our present economic and social system and 
that the terms ‘profit! and ‘surplus! are indistinguishable. 
Profittand 'Surplust in basic English are common terms. The 
first more commonly refers to monetary gain, the second to 
overplus of any commodity or thing wnoich bears an intrinsic 
value. Therefore, briefly to state our position as an Associa- 
tion we submit that the earnings of our woperatives should be 
taxed in common with all other gainful enterprises carried 

on within the state. 

Win Gie eeriy days of cooperatives, the activities of 
these groups were so restricted that they did not impinge 
themselves upon the operations. of nor intertere with the 
eonduct of normal business. Two great factors then developed, 
the first that Cooperatives, not satisfied with dealing 
within themselves, launched forth into competitive business 
With normally conducted and tax—-paying enterprises and second- 
ly the incidence of taxation brought about by war became 
so great that cooperatives exempted from taxation by the State 
enjoyed and continue to enjoy in this country an advantage 
SHC) ee oriat that ordinary traders are not able to mest 
their competition. 

"indeed, in Great Britain, it became so ObvVicus that this 
circumstance could not continue, that as early as the yoar 
1955, the provisions of the Pinancial Act were amended and 
cooperative societies of every deseription. wholésale, retail 
and producer, and matual concerns becane taxable to the same 


extent as limited liability companies trading in similar 
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conditions. 

"The Royal Commission appointed in 1919 to inquire into 
this condition gave the following among other reasons for the 
appointment of that body." 

THR CHATRMAN: We have already had that a number of times, 
Mr. Gould. 

Pe Wi Noo.) 2 Shell skip a0.) then. 

"One simple example of the actual impact of cooperative 
trading upon taxable business concerns is fairly indicated 
in an advertisement which appeared in an issue of the Family 
Herald and Weekly Star of Montreal in the late part of 1944 
in which the United Farmers Cooperative Company Limited, of 
Toronto, Ontario, in setting forth their "1944 Achievements’ 
says: 

**intered manufacture of shingles in British 
Golumbia@ through National Cooperatives 
Incorporated. Introduced new Finance programme 
with issue of Preferred and Common Stock, and 
arranged with Affiliates for plowing back of 
wholesalepatronage returns into common stock.®" 

If I me.y be permitted, Mr,.Chairman and members of the 
Commission, in a copy of '*tBusiness Week’ which came to 
my desk this morning, under date of February 17, there is a 
short, item which -2T should like to ready it lumay. 

THe CHATRMAN: -This.is last Saturday's issue: 

THE WITNESS : This is last, Saturday's eiseues 

"Co-Ops Add Appliances 

*.Cooperatives are getting set to invade 
the electrical appliance field. Following 
the favourable vote of the appliance committee 
and the executive committee of National Co- 
operatives, Inc., last month, steps will be taken 
at once to prepare for post-war distribution 
of such items as refrigerators, radios, water- 
heaters, home freezer units, washing machines, 


vacuum cleaners, toasters, stokers, irons, and 
other home and farm appliances. 
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"This is a first step in the post-war 
programme of the cooeratives for diversi- 
fying their products and services to off- 
set present emphasis on farm supplies and 
to inerease measurably the number of United 


States consumers -- now less than ten per 
cent of the population -- who are co-op 
patrons » 


"Plans for appliance distribution con- 
template establishment of repair and service 
facilities through local and regional co- 
operatives." 

To! continue with the. brief: 

"The Cooperatives Union of Canada in a presentation to 
the Canadian Government presenting their claims, argues 
that Cooperatives ‘tend to act as a curb on private mono- 
polistic trends in business' and concludes its submission 
by stating that if their demands are acquiesced in, more 
encouragement will be given to Canadians to use the Coopera- 
tive movement as a method of solving many of their probiems 
rather than to rely on government aid. It would. be a hardy 
individual indeed who would assert that there are monopolies 
in:Ganada’ for the whole trend of legislation in the past de~ 
cade has been to the end of putting on an end to the 
existence of any monopoly which might exist. With respect 
to their last statement, if business were conducted one 
hundred per cent on a cooperative basis, government aid of 
any kind would be impossible as there would be no con- 
tributions by citizens in business ‘to the State through the 
medium of taxation. The State is the people and it is 
abundantly clear that the State can only grant aid if and 
when it is put in possession of funds by the citizens, of 
itself the state is not possessed of a single centime, 
except when it is put in possession of funds by its tax- 
payers. In a word the cooperative argument is that their 


members should be considered as people apart from the State, 
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enjoying all its benefits and services, but making no 
contrihution thereto. Surely when citizenship is accepted 
with its advantages, the responsibilities, financial and 
otherwise, which it imposes cannot be ignored by any section 
of the country. 

"In the same submission the Cooperative Union of Oanada 
talks loosely of ‘savings'. Where, we ask, do ‘savings! 
end and ‘profits’ begin, and what is the distinction? 

"The Cooperative Union of Canada asserts that surpluses 
resulting from business done by Cooperatives with their memb- 
er are entirsly difierent from profits made py joint stock 
companies that do business with the public. Surely this is 
a distinction without a difference and a mere play of words. 
No joint stock company gan show a profit unless it first 
achieves a surplus, The source from which this surplus or 
provit ts derived is, we submit, a matter of no concern 
to the taxing authority and its existence or non-existence 
is’ the prime question. 

"The Coop@ative Union of Canada in its submission 
recalls that in 1929 a representative delegation of that 
body waited upon the Dominion Government asking that 
surpluses made by cooperatives in their relations with 
their members be recognized as savings and not a taxable 
income from profit, Since when were savings derived from 
any source buy Carnings? The very existence of Savings 
is predicated upon the circumstance that earnings had 
somewhere been made along the line in connection with business 
transactions or the sale of personal service. 

"When the Income War Tax Act was amended in 1930, 
the Honourable Mr. JDunning, then Minister of Finance who 


introduced the Bill stated that 'the intention is that 
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bona fide co-operative organizations shall be exempt f7om 
the provisions of the ‘Income ar Tax Act'. Much water has 
run under the bridge both politically and economically 
Since that date and the Honourable Mr. Dunning is now a 
private citizen, more closely affiliated with business 
than political economics, At the risk of being charged 
with presumption, we believe that it would be of keen 
interest to this Royal Commission to ascertain if the 
Honourable Mr. Dunning’s views on this subject have ex- 
perienced any modification or change particularly in view 
of the rapid development and encroachment upon normal 
tax-paying business in this country, and the changed 
perspective from which he must now view such developments. 
"The Cooperative Union of Canada, in the same sub- 
mission complains that as a result of uncertainty in con- 
nection with taxation, no cooperative can have assurance 
with respect to the soundness of its financial position as 
shown in its balance sheet. In other words, the Co- 
operatives ask that the soundness of their financial posi- 
tion be made secure by the government of this country 
through exemption from taxation. The request is presumptu- 
OU Gulaer end absurd, bn our opinions In the: Pracuice oF 
business, medicine, law and the professions, there are 
certain rules laid down for their guidance by Parliament 
which is necessary to the economic well-being of the 
country as a whole. The only exceptions which we can think 
of at the moment are those to the government itself engaged 
in the art of governmental control and to the Christian 
churches in their strivings to save men's immortal soul. 
The reason for these exceptions are obvious and to this 


field they should be limited. If everyone were obliged 
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to provide services and goods at cost the profit motive 

would immediately disappear, the value of money as such as 

a medium of exchange would vanish, the functions of the State 
could not be supported and we would return to a system of 
parter ." 

In the next section, Mr. Chairman, the Royal Commission 
set up in Great Britain is again quoted. That has been pre- 
Sentusd already. 

THE CHAIRMAN: We have seen that many times. 

THE WITNESS: Then there is another quotation following 
that; iL shall proceed on page 6: 

"We submit that our Canadian Cooperatives, whatever 
they may have been at the outset, are not now truly mutual 
concerns, and oat ne exemptions granted them when. conditions 
were completely different works injustice and hardship to-day 
to other tax-payers. 

"The Royal Commission of Great Britain further stated 
in. 1bS-conclusions: 

"?We are unable to see any reasonable ground 

for holding that the undistributed surplus 
derived from the trading of a Society with its 
members should be exempted from Income Tax by 
reference to the nature’ or the source Trom which 
iv erises,* 

"When we remember that almost ninety per cent of the 
expenditures of our government to-dayis for war, we cannot 
agree that there should be set up hy legislation a privileged 
class in Canada, which is rapidly expanding from the very 
hature of things will continue to expand, who are not called 
upon to participate through taxation either in the defence 
oF Guo realm nor in supporn Of Lhe normal Tunctione “OL 
government . 


"Under present conditions these organizations enjoy 
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what amounts to a subsidy equal to the tax, which is in these 
times very substantial, which would otherwise have been col- 
lected from them and become part of the National Revenue as 
is the case of normal business organizations who are obliged 
in addition to face this unfair and unnatural competition. 
With every increase in normal taxation this subsidy is 
increased and the position of our industrial and commercial 
organizations made more difficult if not untenable. Ina 
recent publication issued by the Dominion Government entitled 
"Canada 1944' under the heading of 'Cooperative Associations’, 
it is stated: 


"eon the yearmendediduly S15 )194e0,!) in 
comparison with 1941,the value of livestock 
marketings increased from $26 million to 
340 million, dairy products from $24 million 
to $39 million, fruits and vegetables from 
$11 million to $15 million, and poultry and 
eges from $44 million to $7 million. Improve- 
SoG Ca Price leecounUS, in part... Lor whese 
anoreases, bub it is “sate "to say that the 
physical volume of the marketings has inereased 
by twenty-Tive per cent. According to reports 
received in the year 1042, 4. record in ¢0o- 
operative activity has been established in 
Canada. For the first time in the past eleven 
years, reported membership has exceeded 500,000 
the total business has passed the $250 million 
mark. Reserves and surplus, which reached a high 
point of $46 million, and an improved working 
capital position, indicate (that expansion of 
cooperatives has been accompanied by a strength- 
ening of their whole financial structure. 


"' Tn Canada carly expansion of cooperative 
ECCLViLY COOK place Most rapidly and Go the 
greatest degrees in the marketing of farm pro- 
ducts, Presumably this field offered the farmer 
the greatest opportunity to effect savings and to 
provide needed services, However, in recent 
years with the establishment of cooperative whole~ 
‘sales in nearly every province, the purchasing 
Of Tarm supplies and household needs) on a cox“ 

perative plan has shown a marked increase. 


"?Qut of the 1,722 cooperative associations 
reporting in 1942, a totel of SSS handled food 
products to the value of $9 million and 130 
associations handled nearly $15 million worth of 
clothing and home furnishings for their members 
and patrons. These associations included the 
business of approximately 250 urban consumer 


{ 
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societies. Petroleum products, handled by 561 
associations, were valued at $7 million. 

"'Tn order to inerease crop and live stock 
production, farmers of 834 associations purchased 
$16 million worth of feed, fertilizer, and 
spray material on a cooperative basis.'* 

"With respect to the business with which our particular 
association is concerned, it is reported that in.193S these 
cooperatives sold supplies which included building material 
to the extent of $20,091,893, and in 1942, the total rose 
(ooo ee 6447, 

"This is an inerease of over one hundred per cent, and 
with respect to building material which is not segregated, 
we know from observation in our business results, that 
this inerease has been substantially more than one hundred 
per cent. Our members would be very naive indeed if they did 
not view this encroachment upon their field with great alarm, 

"We believe that the position taken by the Royal 
Commission in Great Britain in 1933, in circumstances and 
conditions similar to those that exist in Canada to-day, 
and which indeed are at present even more acute in this 
country than they were in the United Kingdom at that time, 
was a sound one and fraught with wisdom and we respectfully 
suggest that this Royal Commission on Cooperatives consider 
well the Biblical injunction, "Go thou therefore and do 
likewiset", 

BY MR. PARKER: 

Ba Mire Gould, what is the source of the figures that 
you give at the bottom of pages 7 and 8? Where do you get 
those figures? <A. Those figures of $20 million and 
#42 million? 

Q» Yes. A. They came from this book entitled 


"Canada 1944," Cooperative Associations. 
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Qo And then on page 8 the same -- no; those are de- 
ductions you make from it? he, L685. Sits 

Q. Were there any figures in the book, or have you any 
figures from any other source, showing the percentage of in- 
crease in the business done in building materials by the 
member companies? A. No, those were not available, 

Qe Is there any way that those could be secured, 

Cu “panic? As Unless it is within the framework of the 
statistical department at Ottawa, I doubt if they could be 
secured. 

Qe From your own general knowledge are you in a position 
to state whether or not it is true that during the same 
period in which the cooperative business jumped, as you say, 
a hundred per cent, there was an equal or parallel increase 
in all private business, or perhaps a greater increase? 

A. Building materials, I may say, have not been ayailable 
to anything like the extent of normal requirements. There 
have been inerdéases of course in the sale of building materi- 
els over the war years, but it has been very Limited, 

Q.- My point is this: haven't the so-called private 
companies, the builders and dealers whom you represent this 
morning, shared in that increase just as much as the co- 
operatives? A. Oh, yes -- well, I think the cooperatives 
in many cases came in as new comers in the Treld, so thas 
theirs was an entirely new development. But there has been 
certainly an increaae in the distribution of building supply 
materials in that period -~- not to the extent of a hundred 
per gent, of course, but a substantial inorease, 

Q« You have no figures on that, to show how -- 

Ae I haventt, but I could attempt to get some reasonably 


sound figures for the Commissions 
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Q. I suggest it would be desirable for you to cite 
those figures. A. Yes. 

Q- You say that the cooperatives are getting more than 
their share, so to speak. Ae Yes, we want to be perfectly 
Li Ba 

Q- So that one side of the figures without the other 
does not carry you very far. A. The position is well 
taken. We shall be pleased to try to get them. 

Be het us ¢o Dack Do thevfirst«pert of your brief. 

You pose a rather serious question in the opening sentence, 
but do you answer it anywhere?-~—"When is a profit not a 
Prolite Or, Let me put it in enother way: can you tell 
the Commission what profit is? TUS as ot of much advantage 
to this Commission for you to ask questions; we would much 
rather you answered some of their problems. 
A» I attempted to point out in this opening sentence that 
a surplus is a4. profit. | 

Sapo aes. Se Surplus: Ff. fo. Bh PTOLLUCIG surplus. 

Os That doses not eét us very far. Bie TEU eGuss Rae 
a Surplus over the amount of what it costs you to operate, 
tiey surplus is profit, and.all prorit must) in) our opinion 
stem from a surplus. If surplus is lacking, profit does 
not exist. 

THE CHAIRMAN: I do not think you have rated that 
question sufficiently high. It goes beyond the $64 question, 

MR. PARKER: It is an Oscar, Mr. Chairman, (To the 
Witness): 

Q. To be serious, Mr. Gould, it is a very difficult 


4 


question, to know what profit is, and we would like to know 
the answer to it. Ae It 1s our suggestion that surpluses 


of cooperatives are profit and they should be taxed. 
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yar Perhaps, then, we will have to go back and get your 

idea of what are the surpluses of the cooperative. What do 
you mean by that? As Weld, the Large. or substantial 
reserves that are put away undistributed, which in the case 
of a ccrporation would be distributed and bear taxation under 
the company’s income tax. 

Qe Would bear income tax -- under what conditions? 
4. Well, the company that makes a large surplus or profit, 
a6; une Case moey be, report 1t-On their tax. 

Qe Lt understand that, but we are talking about the 
surpius of the cooperatives. A. The cooperative making 


the same surplus or profit, as the case may be, is not sub- 


in 


1200 tO the tax, as we understand it, 

Qe If you will look at page 2, perhaps this will help 
you to tie the two together, where you say in the first 
paragraph: "Mutual concerns became taxahle to the same eheont 
as limited liability companies trading in similar circumstances 
and under similar conditions," Do you maintain that the 
cooperatives as we know them, both producer and consumer, 
are operating in similar circumstances and under similar 
conditions as the companies? I will put it in another way: 
Do they operate by the same methods? Do you say there is 
no difference between the two? A. Well, I suggest 
that. if I em a member of a cooperative and TI buy %a washing 
machine or a bushel of seed grain and I buy it cheaper,or 
at cost, than I would from a normal trader, then that differ- 
Suee 78 une Dror ith nets the normal trader would take and 
which the cooperative assures to itself, and, in assuring 
it to itself, distributes it amongst its members, of which 
lam one. 


Q» Suppose I go to one of your private dealers to buy 
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a washing machine, the price of which is $250, and for gome 
reason the dealer gives me a discount of ten per cent of trat: 
have I made a profit of $25? I am the purchaser. 

A. You have made a saving. 

Q. Have I made a profit, a taxable profit? Ae if 
we assume you have a thousand dollars in the bank, in your 
Savings account, you save that much more out of it. 

Qe» I am going to ask you to assume I have the cash in 
my pocket to pay /ror it. Ae Yes, you save -= say it is 
$103 suppose you save $10 -~ 

Qe Suppose you are the dealer and you quote me a going 
Petco ore ees0: i do,a Little bargaining with you and I get 
a discount of ten per cent. You sell me the machine and I 
pay for it and walk out; have I made a profit of $25? 

Aa Yes, I would say so. 

Q. You would? Ay Yess 

Qe Wolk, GO yow think’ that is so? A. That is .only 
my opinion. 

Qe There are some who would not agree with you, but that 
is the opinion you are prepared to express now personally -~- 
or is that the opinion of the trade? A. No; that is 
the Cplnion or our organization, of the indostrys. (1 tnine 
1 should interject this statement, if I may: that we have 
no objection whatever to cooperatives; it is only in the 
Matter of taxation that we differ in our opinions, 

Qe Quite. Well now, I will put it this way to you. 
Cooperatives as they have been explained to this Commission 
up to date -~ perhaps I can state it this way. They have 
in their possession after they carry on the business, funds 
which are handled under three headings, speaking generally. 
They set aside a certain amount for reserves; in some cases 


they pay back to the individual members a certain amount 
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‘ 
of those surpluses on the basis of quantity of business done, 
and in between those two there are certain amounts that are 
retained by the cooperative perhaps for three or four or five 
years, and they “Zsisue.- some sort of note or promise indi- 
cating that it is held in certain proportions for the members. 
There are these three divisions. Now, will you tell the 
Commission what you propose to tax, what you think ought to 
be taxed -- one, two or three, or how many of these segments 
ij havermentioned? That is really the problem that is before 
the Commission, and we would like some help there. 

A. I feel and the industry feels that the profits or 
surpluses of the cooperatives should be treated in precisely 
the same way as the joint stock companies. 

Q. But don't you see that they are two different 
animals? How can you treat them in the same way? When you 
say that you do not advance the problem at all. 

A. The cooperatives, as I understand it from your 
explanation, take certain funds which they have to the good 
and they earmark them and give them certain names, but I 
don't know that that makes those funds any different because 
they give them names. Certain parts of their funds are 
designated as reserves; others are held, as you say, and the 
members are given credit for them, and they are either re- 
turned to the members or, if need be, used by the cooperatives 
for their own purposes. 

Q- Have you considered the case where the cooperative 
association merely acts as the agent for its members to qdispos, 
Vom isays mi Lis wheat. or its. olin itt is a Canny genor 
other agricultural products; they merely take it on consignment, 
so to speak, and dispose of it at the best price they can 
and under terms that will return to the producer whatever there 


is left after the costs are paid. Is there any profit to the 
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cooperative in such a transaction? A. I think that 
was the fundamental and basic method of operation of the 

cooperatives. The same question might be put with respect 
to the joint stock company. The same thing is true of the 
stockholders, 

Qe I would much prefer that you answer the question as 
i put it, as applying to cooperatives, for the moment. 
Ase As an operating entity I would say that that is a profit 
to the cooperatives. t seems to me there must be some 
economic distinction made between the cooperatives and their 
members. The members of the cooperatives have joined hands 
in the matter of the carrying on of a business transaction, 
and any surplus or profit they make is a surplus or profit. 

Qe Yes, but the argument is they do not make a profit. 
Can you help us on that? A. Well, if they have goods 
that are worth a million dollars and they sell them for a 
milion and a half dollars, it is inconceivable to me thet 
Mia on Cr tele a mi tyLon dollars is notierort bt, 

BY MR. ARNASON: 

QO, Mr, Gould, with reference to the illustration that 
Mr. Parker used about the discount of ten per cent, in which 
the purchaser makes” a Saving in the Torm- of a discount, ao 
y ou think that the purchaser should be taxed ine that saving? 
Would you say it was profit to that extent? Fa Og. 
think that is wisdom on his part to take advantage of it. 
We in our.business, if I may say, give a trade discount if 
the account is paid say by the fifteenth of the month. 
Now, the company that give that discount give it because they 
get their money in quickly; it saves them ten rer cent or 
Whatever the cash discount is. It saves them that much 


money » 
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Q- Suppose the purchaser bought that washing machine 
from a cooperative and at the end of the year he received 
a rebate of ten per cent on the purchase price; what would 
Be the position there? Would you say that was taxable? 

A. No; I would say that the cooperative has as much right 
Gertainly to grant a discount as the ordinary trader has. 
But it doesn't take with it an admission at the same time, 
sir, that they should not be taxed, 

BY MR. PARKER: 

Q- Who should not be taxed, the man who gets the dis- 
count or the man who gives it? A. That the cooperative 
should no& be taxed, | 

Qe Taxed on what? An DOK, Dheirr proti tsa i Theres 
Shap ticabion for taxing in, the. United Kingdom, and there 
certainly must be some fair and reasonable formula by which 
a cooperative can be taxed on what its profits are. It ig 
a matter of the segregation of profits. 

@. That may be so, but. you are not able to assist the 
Commission in making that segregation ? Aon Oy) Saar 
t am afraid if I were able to do that, the labours of the 
Commission would not be necessary. 

Q- Look at page three for a moment. The Commission 
has heard a good deal about monopolies, and you have sgome-— 
thing to say about them: "It would be a hardy individual 
indeed who would assert that there are monopolfes in Canada 
for the whole trend of legislation in the past decade has been 
to the end of putting an end to the existenae of any monopoly 
which might exist." Do you take the position that there are 
no monopolies in Canada to-day? Ae, Les, 0) think. To wid 
have to agree with Mr. McGregor in Ottawa that there are 
no monopolies. 


Q. That is the Wartime Prices and Trade Board you are 


SORT Mr. Gould 
referring to? A. Mr. McGregor has charge of the Combines 
Investigation Act. 

@. Then I do not follow your argument in the next senten 
"With respect to their last statement, if business were con- 
ducted one hundred per cent on a cooperative basis, government’ 
aid of any kind would be impossible as there would be no 
CONUGrTNUtLONS!& % 1". ~in-other words if, the whole. busine ss 
world were one cooperative you are suggesting there would no: 
be any taxes at all -- no income taxes? Ay No income taxes 
and to-day that is the major portion of our revenue. 

Q@. In making that statement have you considered the fact 
that somewhat in proportion to the extent to which business 
goes cooperative and the patronage dividends are paid back to 
the individual members, the taxes payable by those individuals 
will be very much increased? In other words wouldn't there 
be a substantial income tax from the individuals rather than 
from the cooperative association itself? 

‘A. Substantial income tax from the individuals who are 
members of the cooperatives? 

Q. Yese If the members of a cooperative receive back 
large sums of money as patronage dividends isn't their persona! 
income ee to be increased in every case ? Isntt it 
natural to assume they will pay much Sreater. Income © taxes as 
I am referring now to producer cooperatives. Be YSSs 
theoretically that is sound in any event. 

Coo ues At -eepuelly 60? The more income a man receives 
the more income tax he has to pay? A». Quite true. 

Cee nee 2S yn oe yen! oat? Ae YES-e 

Q@» So I say in making that statement weren't you over- 
looking that element, that personal income taxes would be 


on the up grade? A. If the cooperatives -- just on that 
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point -- pay haek to their members sums now held in reserves 
and if the cooperatives are correct and it is agreed by the 
government that their surpluses are not profits, then they 
wouldn't be taxed when distributed to individuals. 

Qo They only suggest they are not profits in the hands 
of the cooperatives; no one is suggesting that they are not 
profits in the hands of individual members when they are paid 
back to them, are they? Aa ie may be: shubborn,: Str. putt 
cannot see the difference between the surplus and the profit 
in that case. 

BYr dings” Muto rs 

Q- In that same section, Mre Gould, you say : "If 
businesswere conducted one hundred par cent on a cooperative 
basis, government aid of any kind would be impossible as 
Lhere would be no contributions by citizens in’ business y . (2% 
What do you mean by “citizens in business"? Would you 
consider the manager of a cooperative association a citizen 
in business? A. The manager of a cooperative associa- 
tion, I would say, is in the same relationship as I am to 
my organization: he is hired help. 

Qe Who are “citizens in business” as you refer to them 
there? A. Everybody who is gainfully employed, I take 
it. I feel that anybody who is gainfully employed is a 
citizen in business, 

Q- Then if business were conducted one hundred per cent 
on a cooperative basis, your contention is that no one would 
be gainfully employed? A. You would not need taxes if we 
returned to a. system of barter, I remember very well in 
the old days in Nova Scotia you were allowed to work out you 
road work; you took your shovel and pick and worked it out. 


Q» I assume you contend that cooperatives in these days 
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do not conduct their business by means of barter. 
A. Well, they set out that way to some extent, but that 
condition has changed and brought about a new problem. 

Qe Have you anything to add as to the meaning of the 
phrase "citizens in business'? A. No, nothing more than 
that. It may have been used loosely and in a broad way: 

BY MR. PARKER*® 

Q> Now, if [ might just draw your attention to page 4, 
you refer to the ovddatien in 1930 when the present 4(p) 
was enacted in the Income War Tax Act, and you say that the 
then Minister of Finance in introducing the bill stated 
"the intention is that bona fide cooperative organizations 
shall be Benet What do you mean by that? What do 
you understand by that?. I am not asking you what Mr. Dunning 
meant by it, but what do you understand by it? What is 
jhe difference between a bona fide cooperative and any 
other cooperative? You and I know the meaning of the words 
"bona fide"; what I am getting at is, can you draw a line 
between an institution which is a bona fide cooperative 
and one which is masquerading as such but really is not? 

You seevmy point °? hei see your pormmiyisirs 

@. Oan you help us on that? A. I do not suggest 
that the cooseratives are masquerading, but I do suggest, 
or we suggest as an organization, that when the cooperatives 
started originally they stuck to basic things such as the 
distribution of farm products, and the distribution of 
certain basic products, among their members, which their 
agricultural members or fishermen as the case may be, needed-- 
twine, nets, and so on, Since that time, as we all know, 
the cooperatives have, like the Creator after He created the 


world, looked upon it and found it was good, and they have 
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branched forth into many other commercial activities, almos» 
every form of commercial antivity. We feel that. if co- 
Operatives seek and are given the same privileges of trading 
as our joint stock company or other business enterprises, 
they should play the game under the same rules. 

BY THE CHAIRMAN: 

Q. Which is really the burden of your argument, Mr. 
Gould? A., Substantially, my lord. 

Qe That cooperatives as such, those which are purely 
cooperative, need not be taxed, but that they have departed 
from their principles and for that reason they should be 
baked iee-aivseo that ron peace 6 of syour briesr< A. Yes, 
my LLord 2 neta S S04 

BY MR. PARKER: 

Q@» That is what I was coming to. You say that when 
they branch out into processing and manufacturing and all 
that sort of thing,’ they cease’ to be true. cooperatives? 

Ae YESs 

Q» But you do not attempt to draw the exact line where 

they part? henley Vit Vsevery, dlfiroults 
®. Bub that: is the gist of your argument? As That is 
GOrrect, Sirs 

Q» Just one other question. On pase. DS younrsays 
"Tf everyone were obliged to provide services and goods at 
cost the profit motive would immediately disappear, the value 
of money as such as a medium of exchange would vanish, 
the functions of the state could not be supported and we. 
would return to a system of barter." As 1 understand it, 
the cooperatives say that is just what they want -- the 
elimination of the profit motive. A. Precisely. 

Q. You think that would be fatal, if that were done; 


is that your argument? 
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Ae We do not think you can mix the two systems; you either: 
have the one or the other. We felt we had gone a long way 
when we left the system of swapping a grindstone for ten 
bushels of potatoes and the miller ground your wheat for 
services rendered, Maybe we haven't. 

Qo. I suggest to you that perhaps you have gone quite 
a long way in this statement when you say that if everyone 
were obliged to provide services and goods at cost the valvo 
of money as such as a medium of exchange would vanish 
and the functions of the state could not be supported, 1% 
looks as if you) had gone a long way in making that statemen> 
As That may be the picture that would come if that process 
was pursued to the end of the road, 

Qe Perhaps you intended the language to be merely 
picturesque rather than literally Brus LS thay 10? 

A. Well, it isn't exactly poetic licence, but -- 
Qe On page 6 you say that almost ninety per cent of 
the expenditures of our government to-day are for war, 
Is that correct? Ae This statement I think was made 
by Mr. Ilsley or someone representing his Department, in a 
public address quite recently. 
BY MR. NADEAU: 

Qe Do you know what is the proportion of building 
Supplies to the business done by cooperatives in this 
country? Ay tno the: building. supply field? 

Qe Jn your field. Bee LOW OL Dewrae, Aa Ge eae 
you a guess based on experience; I have no figures. I woul’ 
not say it was more than twenty per hone. | 

Q- You have no definite information about that? 

Ae I haventt, no -= not collected figures. 
BY MR. ARNASON: 


Qe Mr. Gould, there is a sentence on page 3 of your 
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brief that puzzles me a little. You may perhaps have deal, 
with it during the discussion with Mr. Parker; but it 

reads as follows: “In a word the cooperative argument is 
that their members should be considered as people apart 
from the state, enjoying all its benefits and services, 

but making no contribution thereto.” As'I say, we may 
have dealt with this before by inference, but I was wonder~ 
ing whether these words really implied something more than 
you were prepared to contend. If Domiehs. put 2% this ways 
you are not suggesting that cooperatives as such do not pay 
any pastes. are you? You are referring to income and 
excess profits taxes? Ae NO« ‘t am referring to income 
and excess profits taxes, 

Qe That is what I thought. You are not implying by 
this sentence that the members of cooperatives do not pay 
taxes? A. Oh no, not at all -- of Course not. I have 
only reference in any of this to income and A: profits 
tax.e We take the stand that you cannot segregate from 
the activities and profits of the cooperative its own 
members, because the one is part of the whole, 

O. Now, one more question. On ‘pace 1 vou rere C6 
the activities of cooperatives in the early. days: 

"The activities of these groups were so restricted that they 
did not impinge themselves upon the operations of nor 
interfere with the conduct of normal business." Then 

you say: "Two great factors then developed, the first 

that cooperatives, not satisfied with dealing within then- 
selves, launched forth into competitive business with 
normally conducted and tax-pay ing enterprises." Would you 
care to develop that a little further? Do you mean that 
there was a departure on the part of the cooperatives from 


their principles of operation, or are you suggesting that 
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the difficulty arises from the fact that they invaded new 
fields? A. Largely the latter. 

Qe It has not departed in principle, then? As i am 
not possessed of sufficient information to intelligentiy 
discuss the finances of the cooperatives and how they have-- 
“it is indicated that they have departed to some extent, 
and naturally would in the develupment of their application 
of their principles. But certainly I think the larger 
part of it has been an invasion of other fields in almost 
all lines, which is continuously increasing. I wondered 
for example if you were referring to non-member business, 
that some cooperatives in the expansion of their operations 
have tended, perhaps unconsciously, perhaps deliberately, 
to emphasize business with non-members. 

A. AS an organization of course we are more concernec 
with non-member business than we are with member business. 
while both of them concern us. If the cooperatives 
as we know them to-day. made a drive to develop nonemember 
business, we feel it would be a very serious thing for us; 

BY MR. ELLIOTT: 

Q« On page 4, Mre Gould, you say: "The Cooperative 
Union of Canada complains that as aresult of unsertainty 
in connertion with taxation, no cooperative can have 
assurance with respect to the soundness of its financial 
position as shown in its ballance sheet.” Then you inter- 
ject the sentence beginning "In other words," and you 
poncivide: » The request 1s presumptucus, unfair’ and absurd), 
im our opinion,* Do you objec® to the request “py a 
taxpayer that the law be clarified so that he can compute 
with some certainty the amount of taxes he should pay? 


Ae To answer your question, we object to any persons or 
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group of persons or organizations setting up a system of 
business and saying: Now, this is how we are going to conduc’ 
our business, and then turning around and going to the Fedei~ 
al government and saying: Because we have set this up in this 
way, we want to be assured of a profit. ft think that if 
they set it up they should first consult the proper authori- 
ties and then take their chances on running a profitable 
enterprise. This is the common hazard that every individual 
and every company must take in business, and when an individiu- 
al or group asks that they be assured of a financial posivicn 
by exemption from taxation, we believe that to be unfair. 

Q. But the sentence says, "as a resuit of uncertainty 
in connection with taxation". There is an axium of public 
finance that one of the characteristics of a group tax 
system is certainty, that is to say, that the taxpayer 
should be able to ascertain how much tax he is called upon 
to pay, and when he should pay it. Do you object to thax 
principle? &s No, I don't! object to that, but, 1) think 
the way you put it, sir, if I may say so, rather suggests 
paternalism on the part of the government or the taxing 
authority. .Anyone who enters into business must shoulder 
many other things, definitely a certain amount of rasan. 
we suggest that as the cooperatives do not pay taxes in thes: 
fields, to that extent their risk is removed. 

Q. I understood this first sentence to mean that the 
cooperatives were uncertain as to what taxes they might 
have to pay, or under what ciruumstances they were asked 
to pay theme Meet ins her eee tb referred Go. they 
complained of that -~ that their position is uncertaine 

Qe And you have no Bea een to uncertainties being 


removed in the field of taxation so far as that is -:~ 
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administratively possible? AaWelk, Liew pat. it, this 
way: I think we all would like to be certain of eternal 
life, but we nevertheless must take a certain amount of risk 
in that connection. The same is true of business. 

Q- With regard to the specific proposal that you are 
making -- or are you making a specific proposal? . A, NG; 
we are not making a specific proposal, We believe that 
there is a precedent for what we suggest, particulariy in 
the United Kingdom. 

Q» Is it your impression that the repeal of section 


t 


IKI 


4(p) would be sufficient to meet your wishes? Ae 
might not, and again it might, because conditions have 
changed so much in the past few years that any change in 
ase present. law must be, we think, studied very carefully 
by men who are in an eminent position to make a just 
decision. We do not believe something should be done 
suddenly to destroy the structure. of the cooperatives 
arberkeul these years.or effort.on. their part, which scout 
easily happen. 

BY MR. VAUGHAN: 

Qe I would like to ask a question in connection with 
your opening remarks .to the brief, No. 2; “That history 
nas provebwvasvin the case of Great Britain that 1% its 
necessary that cooperatives bear a similar tax as business 
corporations if the economic soundness of the country is 
Doe a at asied anadt mos banc protected." You say 
it is necessary that ccoperatives bear a similar tax 
ap business corporations. You refer to Great Britain; 
is it your idea that taxation here would be the same as 
in Great Britain? A. Not necessarily so, no, because 


the conditions and circumstances may be very different. 
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Then there may be certain phases of the question here 
that would not permit -+ 

Q. Then it is not intended by this statement that it is 
your view that the same basis should be adopted in Canada? 
A. No, we do not feel we are competent to judge to that 
extent, sire 

Op hererringe co NO. 5, you! state at: there’ a’ Lrpile 
more clearly. You say: "That all business enterprises 
within the state irrespective of the name under which they 
are carried on should be subject to a common basis of 
taxation and make their just contribution to the operation 
of the functions of the state.” What do you mean by "common 
basis"?—-- the same kind of tax as is applied to corporations? 
A. I must say, to be very frank, I was reading that over 
the week-end and that very phrase in the brief took on a 
new meaning to me. I do not think, on second thought, you 
you can apply any common factor to taxation, to all 
activities in the state. *Gommon basis™ I think possibly 
is too wide a term. 

Q. What would you say, then -- equitable basis? 

A. Equitable would be the word, because all these 
enterprises perform different functions. 

BY MRe PARKER: 

Q. Following up what Commissioner Elliott referred to 
about this uncertainty, so that we will understand your 
position, I gather you contend that the uncertainty arose 
by reason of the cooperatives attempting to do business 
on such a basis that they were not sure whether it came 
within the provisions of the exempting clauses of the 
Income War Tax Act? A. Yes, it is their complaint that 


if their conditions were changed they would be under these 
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circumstances of uncertainty. 

Qe if they were to do business a little differently 
there would be no uncertainty; is that what you mean? 

A. No; if.they did business a little differently, as we do 
it, they probably would to a very great extent increase 
their certainty, and make it necessary for them to be perhaps 
a little more careful of how they conducted their operations. 

MR. PARKER: Iam sorry; I attempted to clarify the 
matter, but I am afraid I succeeded in doing something else. 

BY MR. MILLIKEN: 

Qe Iam sorry, but sitting back here I have not yet 
ascertained what your name is. A». My name is Gould, 

Q» Mre Gould, do I understand that you are prepared 
to recognize what you call the basic cooperatives as being 
exempt from income tax, and that it is only those who have 
moved forward into other fields that you would tax? Or 
would you tax them all because some of them have moved for- 
ward into another field? Which do you mean? 

A. I would not suggest that even the basic cooperatives 
as we have called them, should be tax exempt. 

Qe YOu taink they shonid stilt be tax exempu at aney 
are carrying on in a basic way, in the way that they started? 

A. Precisely. 

Q. It is only those who have moved into a new field 
that you think should be taxed? Ae No -- I am sorry. 

Q. I am not sure what you meant. Would you tax them 
ali? Ae In other words if you socratch your finger and 
it is not infected it doesn't bother you at first, but once 
it becomes infected and you have to have your hand amputated, 
it becomes a very serious matter. The competition of 


the early cooperatives in the basic aetivities did not really 
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represent very much, but it has become a different proposi- 
tion now. And added to that is the circumstance that 
taxation has become very excessive during the war, and 
the situation is unduly aggravated, 

Q. But to come back to the competition, because they are 
larger now, do you. think they should be taxed? As No; 
I think if cooperatives should be taxed there should be a 
basic formula, that they should be taxed in any circumstance, 

Qe All cooperatives? As Yess 

Q. No matter whether they were ones that carried on 
basio things or not? A. One would only confuse the situa- 
tion by having certain cooperatives exempt and certain of 


them not. To me that would be unsound, 


(French follows -- La Chambre de Commerce, 


La Sarre, Que.) 
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LAC: AMBRE DE COMMERCE OF LASARRE, P.Q. 
The .year of Our Lord one thousand nine hundred and forty- 
five, February 19, appeared: 


MR. HECTOR GAGNE , 
of LaSarre, P.Q., representing la Chambre 
de Commerce Senior de LaSarre, ae after 
having raken the oath on the Holy Evangelists, 
deposes: 


NEI OE ITED 9 NN ESA TRAN OE EO 


HAAMINED BY MR. ROGER BROSSARD, K.C. 
Qe What is your occupation? A. Merchant; I operate a 
De LOAN wD. cont, store. 


Qe Are you a member of la Chambre de Commerce of LaSarre? 


Q» Do you occupy any office in la Chambre de Commerce 
of LaSarre? AY. at) the present time I am only a membere 

Qe Who delegated you to represent it? 

fA. La Chambre delegated me by resolution. 

Qe s the president of la Chambre here? Ae Yes. A 
copy of the resolution was forwarded to the Commission of 
Inquiry. 

Qe You are submitting a memorandum this morning. 

Did la Chambre de Commerce of LaSarre approve that memorandum? 
Ae For the past two years la Chambre de Commerce of LaSarre 
has given deep and recurrent study to the subject of co- 
operatives , and the resolution we are presenting to-day 

was presented in about the same phraseology by the Chambre 
itself to the congress of Chambres de Commerce of the 

province of Quebec. 

Q» This memorandum which you are presenting this morning 
Nas alreacy been the subject. of a resolutiom an the: part of 
la Chambre de Commerce of LaSarre? A. Yes, 

Qe Is it a resolution of a committee of la Chambre or 


of all the members of la Chambre de Commerce? 
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Ae A resolution subscribed to by all members convened in 
regular meetings 

BY THE CHAIRMAN: 

Q- Are you numerous? Ae We comprise more than fifty mem- 
bers, I cannot state the exact number. 

BY MR. BROSSARD: 

Q. Does la Chambre comprise members residing in the town 
OP yy tie ee LO"? A. In the town, for we have a federation 
of Chambres de Commerce in the region. 

Q@. What is the: population of the town of LaSarre? 

A. About 3,000. 

Qe. And you say your Chambre comprises about fifty 
members * Ae YESe 

Qs Are they business men? A. Business men, pro- 
fessional men, farmers and people who are concerned with the 
well-being of the community. 

Q. Are all'the business men of LaSarre members of la 
Chambre de Commerce? A. Yes, about all the business men are 
members of the organization. 

BY MR. NADEAU: 

Q. Are there cooperators who are members of la Chambre 
de Commerce? A. YeSe 

Qe Are they unanimous in presenting this resolution? 

A. No, there were objections to this resolution, but very 
few objections. 

Oo. «Did they concur in this resolution? Ae They them- 


Selves: adic not Grart the resolution. 
i 


BY THH CHATRMAN: 
Q. The majority supported the resolution? Ae YOSs 
BY MR. BROSSARD: 


Q@. There are cooperatives in LaSarre? Aw Vesa le 


cooperative Federee and la Cooperative "La Moissonneuse", 
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a consumer cooperative, Bi la Caisse Populaire (Peoplets 
Savings bank). 
Qe La Cooperative Federee, "La Moissonneuse" Cooperative 
and a Caisse Populaire Desjardins? Ae YOSe 
Q. They are the only ones in existence at LaSarre? 
Ae There are several in the vicinity that come and do business 
in LaSarre. LaSarre is to some extent the centre of distri- 
bution for western Abitibi. 
Qs Will you read your memorandum? he Yess 
"The Royal Commission of Inquiry on Cooperatives, 
Room 325, Hast Block, 
Ottawa, Ontario, 
Gentlemen: 

"The Chambre de Commerce of LaSarre, Quebec, begs to 
bring to yor kind attention the following brief regarding 
the taxation of Cooperatives. 

"1. Whereas federal legislation in favour of Cooperas 
tives encourages our educational institutions to imbue their 
teaching with cooperative ideas in matter of management. 

"2, Whereas cooperative ideas earnestly tend to 
soclalizationand in order _to enhance their cause make unfair 
attacks on private enterprise. 

"3, Whereas preferential legislation governing cooper- 
atives is unfair to private enterprise. 

Veer Whereas publiG Tunds are Gdirsotly or Indireouly 
Spent in the interest of cooperatives while private enter- 
prises are heavily taxed, 

"Se. Whereas cooperatives are unable to lower the cost 
of living for their members on account of the competition - 
which already exists in Canada in most branches of trade 
and industry. 

"6. Whereas the spread of the cooperative system would 


constitute a trust eliminating all competition and therefore 
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impossible to control. 

"7, Whereas in most cases Cooperatives are breaking 
the law in offering their goods for sale to the public. 

"8, Whereas Cooperatives often replace firms liable to 
income tax, thus causing a loss of revenue to the governmente 

"Therefore, we consider that the cooperative system would 
be a hindrance to progress because it checks initiative, 
because it destroys harmony and divides the classes, because 
it preaches fallacy and hate, because it offers no guarantee 
of improvement in the economic condition of its members, 
because such an sconomic system would do away with competition 
instead of fostering it and would lead to an absolute and 
dangerous control of business; we consider that the govern- 
ment of Canada is not justified in granting cooperatives a 
protection it denies to private enterprise, that it is our 
duty to support free enterprise which has placed our country 
in the proud position it occupies to-day among the great 
powers and we humbly request the proper authorities no longer 
to favour cooperatives of all kinds with state paternalism 
and to make them subject to the same laws as are applicable 
to private enterprises in respect of subsidies, taxation 
and duties. 

Respectfully yours, 
Chambre de Commerce Senior De Lasarre 
Pex Ge (he Pronovost President 
" per.Le FP. Begin pecretary"” 

BY MR. BROSSSRD: 

Qe You said that there were a certain number of cooper- 
atives in the vicinity of LaSarre apart from the three cooper - 
atives you mentioned: la Cooperative Federee, "La Moissonneuse" 
and la Caisse Populaire Desjardins? Ae Cooperatives of another 


type? ; 
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Q- Yese A. Yes; there is the Syndicat cooperatif de 
construction (Cooperative Construction Syndicate). 

Q. Which is established where? A. One is established in 
the Beaucanton settlement and the other in the Roquemarre 
settlement». 

Qe Near LaSarre? A. Yes; at a distance of some twenty 
miles. 

@. Was your memorandum drafted and certain statements 
contained therein made after a study of the business methods 
Or Cooperatives? “A. Yes; in the first place, it is in line 
with the experience of what occurred in this region of the 
province 20, 25, 50: years ago. 

Qe Wrose experience? Ae Ll anon the ADLGISi: district 
now, but I was born in Matane and IT had knowledge of cooper- 
atives that were organized and that caused their members to 
lose money and finally, the whole thing ended in failure and 
everybody was very deceived and very disappointed, It is 
quite a long time since I went to Matane, but I am almost 
certain that there is no cooperative store in Matane. 

Qe Must I infer that you prepared this memorandum and 
Submitted it to the Chambre de Commerce? Ae Now 

Qe Did VOU WOPK CO. INS piro te Ae Ye@S. 

Qe Were you among those who worked the most to inspire it? 
Ae I would perhaps be among those who worked the most. 

‘ Q@. Therefore, you are in a position to give additional 
information? A. Possibly. 

Qe One of your first statements in the memorandum is that 
federal laws, certain federal laws, protect cooperatives. 
Would you state what laws you have in mind? A. Having regard 
to exemptions from taxes. 

Qe It would be especially the Income Tax Act on its 


negative side, by not taxing cooperatives? Ae YeOSe 
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Q. The provision in that Act which exempts cooperatives? 


Qe You have no others in mind when you make that statement? 
A. No. 

Qe Would you say what you mean by the teaching of the 
cooperative idea in the matter of management? 

A. Education pertains to the provinces, but it seems to me the 
encouragement which the federal government, the federal govern~ 
ment's state paternalism in this matter, justifies the teaching 
starts in the province of Quebec to give courses on coopération 
to the detriment of private initiative, and more than that, 
to show that private initiative is a dishonest enterprise. 

MR. MR.e NADEAU: 

Qe You are saying something there that is quite serious, 
Ae 1 Will give examples. 

BY MRe BROSSARD: 

Qe You claim that the only federal legislative provision 
that enables you to assure that federal legislation protects 
cooperatives is the exemption granted by one of the provisions 
OrPune=ineone. Tax Act? A» It is one of the grounds that 
justifies the teaching staff to say:"we are doing right, since 
the federal government protects this type of trade; we are in 
order," 

Q» Do you claim that this provision of the federal act can 
justify, as you contend, certain educators to teach that private 
initiative was guilty of abuses and that cooperatives constitute 
the means to combat the abuses of Gee enterprises? 

Ae If it cannot combat it, it is a reason that carries some 
weight. | 
- Qe By advocating cooperatism? A. Yes. 
Qe But not for the reasons you have mentioned? A. What 


reasons? 
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Qe You mentioned that it was because private enterprise 
has been guilty of serious abuses? Ae Noe But they preach 
that private enterprise committed abuses, that it should be 
curbed and should be prosecuted. 

Qe If that is preached it is not necessarily true? 

Ae No, it is not because it is true. 

Q- In your memorandum, you do not accept responsibility 
for the statement, among others: "cooperative ideas earnestly 
tend to socialization and in order to enhance. their cause 
make unfair attacks on private enterprise." You do not accept 
responsibility for that? A. What do you mean? 

Qe Are you of the opinion that cooperatism, in order to 
enhance its cause, makes unfair attacks on private initiative? 

A.» That is alike, my opinion and that of la Chambre de 
Commer ce « 

Q- Will you say in what, in order to enhance its cause, 
it makes unfair attacks on private initiative? 

A. By the propaganda I have just mentioned to you, by 
indulging in the propaganda I referred to a moment AZOe 

Qe That would not be cooperatism, those whose office is 
that of educators are the ones who preach cooperatism? 

A, Last year, in a little review forwarded to the young school 
children, a publication entitled "Le Petit Francois", I cannot 
give you the month in which the review was published, it was 
stated by way of illustration the students of the Seminaries 

of Nicolet and Mont-Laurier were taught to form themselves 

into cooperatives in order to' guard against big profiteers 
enriching themselves at the expense of the poor miserable 
beings of societye 

BY MR. NADEAU: 

Q. Have you that little booklet? A. = have not got 


it to-day. 
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Q.- Can you get it? A. If the editorial staff will give 
it to me, I will certainly forward it to you. 

BY THE CHAIRMAN: 

Qe Tell me who is the author? A. I am unable to tell you, 
though I have tried to find out. 

BY MR. BROSSARD: 

Qe Is it a pamphlet? A. It is an illustrated review, 
in colours, well edited, attractive for the children, paragraphs 
are published here and there, and some very commendable and 
appropriate things for the needs of children are advocated, and 
at certain places, there are paragraphs that insinuate. 

BY THRE CHATRMAN; 

Q.- I should very much like to see that. 

Ae I will do all I can to secure a copy for youe 

BY MR. BROSSARD: 

Q.- Is the statements of la Chambre de Commerce of LaSarre 
that cooperative ideas earnestly tend to socialization and that 
in order to enhance their cause make unfair attacks on private 
initiative, based solely on the fact that this little pamphlet 
Was circulated in your district? A. NO, apart from that, 

When "La Moissonneuse™ cooperative to which I ae a moment 
ee was founded in our locality, circulars were distributed, 
they said, for instance, it was a grocery store -- "To get the 
weight, apply to La Moissonneuse". That is more or less ten- 
dentious. 

BY MR; NADEAU: 

Qe Have you got those circulars? <A. I would: have to make 
inquiries to make certain that I have them. It was stated: 

"If you want to have the weight and the measure, buy at la 
Moissonneuse." We can supply them to you; we have not got them 
here, but it would be quite easy for us to supply you with 


them. 
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' BY THE CHATRMAN: Q. The soonest possible? 

ue ee or “be Petit francois’, L will do my. utmost to 
et copies for youe 

BY MR. BROSSARD: 

Qe Have you other reasons for stating that cooperative 
ideas make unfair attacks on private enterprise? Ae It the 
teaching in the school, and this tendentious propaganda that 
are harmful to private enterprise and trade, and the mentality 
iiey Cmleve in our region, I do not know éxactly what it is. 

Qe When before the Commission, you must make statements 
that can be confirmed, 

BY THE CHAIRMAN: 

Qe In what way do you experience the harm you claim? 

As Presentiy, no harm, 
BY MR. NADEAU: 

Qe La Chambre de Commerce? A. This question was studied 
especially from a moral standpoint. 

BY THE CHAIRMAN: 

Q. You are not a merchant? 

A. Yos, I ama merchant, but this'kind of business does 
Hob arTTect Me; L operate a.5, 10 and’) 15, cent store, 

BY MR. BROSSARD: 

Qe Cooperatives were studied from a moral standpoint? 

Ae Yes, from the standpoint of warping judgment. 

BY THE CHATRMAN: 

Dees ees LON. OT principle? § As Yes, 

BY MR. BROSSARD: 

Q» It is not because private enterprise in your district 
is suffering from disastrous competition on the part of 
cooperatives? A. No, no person is presently suffering disaster 
on that score. | 


Qe You have no cause to complain of the commercial methods 
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employed by cooperatives in your region? A.At the present time 
people complain of the methods and things that militate in their 
favour and operate to our detriment, but their method, we ece 

Q.- You have just stated that you did not suffer thereby 
up to the present, 

A. From a monetary standpoint, no, but from the standpoint 
of reputation, I consider myself an honest man, and all the 
merchants consider themselves honest Meny And"Lt Asin thas 
connection that complaint is voiced; it is not with reference 
BO une dollar that immediately finds its way into our pocket; 
that is not important. | 

BY THE CHAIRMAN: 

Q-Competition is not the basis of the complaint? 

A. No, perhaps others would have cause to complain of the 
Cooperative Federeets competition, only, we did not want to 
dwell on that. 

BY MR. NADEAU: 

Qe Do you personally know why others might complain of 
competition on the part of the Cooperative Federee? 

A. They could not complain because the Cooperative 
Federee does not indulge in competition; it cannot engage in 
competition, because «i056 Only from tthe Standpoint that the 
Cooperative does a big business and is not taxed. 

Qe Complete your sentence, You say: "it cannot indulge 
in competition becauseee." As Because there are not enough 
people sufficiently interested to withdraw everything that can 
be taken out from there and the management becomes too costly 
and cannot compete with private enterprise. | 

Q. Notwithstanding the fact that the Cooperative Federee 
is not required to pay the income tax, you hold that, in 
your region, it cannot succeed in competing profitably with 


private enterprise? Ae In the matter of prices, Hos im ths 
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field of propaganda, perhaps a little. 

Qe Would you give a few explanations with reference to 
the statement contained in paragraph 3 of your memorandum, 
to the effect that preferential legislation governing co- 
operatives is unfair to free enterprise and state what laws 
are in question and in what way you deem them to be unfair? 

A. The Income Tax Act is the law in question and, seeing 
that this business operates on the same basis as other busi- 
nesses, it should be taxed. 

Ve Nao DUSlnesSs Neve you in mind? You say ‘unat Dusian- 
ess, A. The cooperatives. 

Q. All cooperatives? A. Consumer cooperatives 
Pcreciasty; ond as for producer cooperatives, no special 
studies have been made with reference to them, 

Qe buererore, Let us confine ourselves to. consumer cooper~- 
ativese A. Yes. 

Qe As for them, you hold that the laws involving exemp- 


tTLONS CONStitute an injustice to free enterprise? ie YES 


Wetiyue Ba ureciee ly because [ree enterprise 18) com- 
pelled to pay taxes and that such a business is not compelled 
to pay anye Thus, this enables it to engage in unfair competi- 
ti0n. if it wers compelled to pay taxes, competition would 
be still less marked; management would be more costly and this 
would constitute a still ereater obstacle to consumer 
cooperatives and would result in more justice for private 
enterprise. 

Qe In your conclusions, you make statements that appear 
to be quite serious. The memorandum states in the first place 
that the cooperative system checks initiative, because it 
destroys harmony and ter aas classes, because it preaches 
fallacy and hate. What you say there is serious. 


A. Quite so, it. is serious, but before writing that we 
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worked for two years and we have pondered the matter Seriously. 

Q» Only, the Commission must weigh the statements you 
make before it, and you must explain why. 

. BY! Mk... NADEAU: 

Q. The Commission is especially anxious to get facts; 
it welcomes opinions with pleasure; but facts are what it 
“wants particularly. On what facts do you base your conclusions? 
A. It is because when they arrange to founda consumer cooper - 
ative store, they address themselves to a certain class, they 
engage in propaganda, It took two, three years in our locality 
before they succeeded in gathering a sufficient group to 
found a consumer cooperative. They sent out appeals in every 
way, and when I say that fallacy was preached it is because 
the members were promised that they would pay much LeSs\, 
and, after two years of operation, that is what resulted. 
Then, they promised patronage dividends that have not yet 
been paids Furthermore, hatred, well, they have divided two 
groups, and it happens that to-day there is a group for private 
enterprise and a group supporting cooveration, 

BY THE CHATRMAN: 

Qe Is that carried to any lengths? 
A. Yes, they quarrel, they abuse one another, excuse the ex- 
pression. 

BY MR. BROSSARD: 

@e You are always referring to LaSarre? A. Yes, at 
LaSarre and in the whole region of Abitibi, 

BY MR. NADEAU: 

Qe How marked is this dissension with reference to 


cooperatives in your region? 


=e 15 1S Perhaps no more, merked in our locality than it ia 
elsewhere, but this dissension is acute to the point that the 


eople engaged in private enterprise are looked upon by that | 
IE Of} Za f is | 


a ae eae 
wee 4 Tt haa 
y “ 

ts 


ana eters (Ie para 
a a 
= yer eat 12 Se rest 


ii fh is ue no 


sien tip ee 


a 


i anaes yi iy 


-3051+ (Translation) Mre Gagne 


group as having been exploiters, batteners on the French 
Canadians or other names they are wont to apply to them, 
and these are played up in every way in meetings and little 
propaganda movements. 

BY MR. BROSSARD: 

Qe In a word, you do not complain so much about competit- 
ion arising from the cooperative's business methods, as you do 
of the tactics used to spread the cooperative idea in your 
district? 

A. Yes, We have a clause in which it is said they sell 
to every one they want to, to the public, the clause in which 
it is said the cooperatives violate the laws, 

BY MR. NADEAU: 

Qe Unless you have witnesses, that is not evidence. 

A. We have witnesses who will say they purchased there. 

BY THE CHATRMAN: | 

Qe What is the percentage sold to the public? 
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Montreal Milk Producers' Co-operative 
Agricultural Association 

MR. PARKER: Mr. Chairman, we might take next the 
Montreal Milk Producers Agricultural Association, which I 
believe is represented by Mr. Long as counsel, and there 
are some officials of the Association who wish to verify the 
allegations made, I am not sure whether they have yet 
arrived, but they will be heard after lunch; and we might 
utilize the remaining time by having the brief read. 

MR. LONG: My lord, I must apologize for the absence of 
the witnesses in support of my brief; they were under tne 
impression that this morning would be pretty well taken up 
with arranging ie tour ds LToOLe. 

THE CHAIRMAN: Perhaps you might read the brief before 
the adjournment for lunch. 

MR. LONG: If you have no objection I shall be glad to 
read ite 

‘This is the brief of the Montreal Milk Producers? 
Co-operative Agricultural Association, JI may say at the 
outset, lest there should be some confusion arising out of 
the name, that this is the Association of the farmers who 
milk the cow and send the produce in to the Montreal market. 
"History of the Association: 

"Organized originally in 1900, this Association was 
incorporated in 1919, under the Co-Cperative Agrioultural 
Association Act. (1941 Revised Statutes of the Provinee of 
Quebec, Chapter 120) The shareholder members must subscribe 
for at least one share of stock of the Aeetraiee of $10, and 
not more than three shares and voting by proxy is not per- 
mitted. Each subscribing member is obliged to sign a 


membership agreement, in the form of Schedule A, authorizing 
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the association to act as his agent in the disposal of his 
milk and agreeing to pay to the association a commission 
‘either directly or through others on all milk shipped by 
him,t" 

I think I might read briefly the contract, which is 
indicative of the nature of the whole cooperative, [tis 
schedule "A" attached to the brief, 

THE CHATRMAN: Perhaps only the salient features of 
it, Mr.Long, 

MRe LONG: By this contract the member of the co-= 
operative association agrees to carry on his whole business 
of supplying milk in the district of Montreal through the 
Association, and the Association agrees to further the 
interests of the member to the fullest extent in its 
power, excepting when his interest may conflict with the 
common interest of members of the Association. 

"4~e TO the extent that its income shall warrant, the 
Association undertakes to provide the following services 
for the member: 


"To maintain a business office to whivh 
he may apply for assistance at any time; 


To provide on request, information on the 
financial standing of any dealer, and on 
the condition of the market; 


To assist him in every reasonable way to 
Place his milk or oream with a satis- 
factory dealer: 


TO make every ‘effort to arrange for 
reasonable prices and conditions of ship- 
ping upon the markets within the scope 

of this agreement; 


To investigate his complaints against deal- 
ers, railways or others, and in so far ag 
possible to obtain a satisfactory adjust- 
ment of such complaints; 


To assist him in such other ways as may 
be possible,®" 


Then paragraph 5 says: 
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"5. The Member agrees that he will conform to all 
arrangements mede by The Association for its members, and 
in particular that he will not ship either directly or 
indirectly to any market within the scope of this agreement 
excepting at the price and under the conditions arranged 
by the Association, providing, however, that any member com- 
plying with the special requirements of any purchaser of his 
milk or cream shall be- entitled to such higher price as the 
purchaser agrees to pay." 

THE CHAIRMAN: Is he precluded from selling to .or deal- 
ing with anyone else? 

MRe LONG: He is, my lord, except with special per- 
mission, To revert to the Brief: 

"There are local branches in the principal milk shipping 
districts, each with its own set of officers, and a central 
organization with a permanent office in Montreal, which 
controls the local branches. 

"To-day, the Association has 4,000 members who supply 
more than ninety per cent of the milk required by the Greater 
Montreal Market. 

"Purpose ot the Association: 

"To promote orderly marketing and transportetion of 
ilk; to encourags efficiency in production; to apply to 
the market the Co~operative principle of control, by the 
producer, of the product until it reaches the door of the 

buyer. 
"Depression Years: 

"In 1931, 1952 and 1933, the Montreal market became 

thoroughly disorganized and many milk producers were receiving 


as little as fifty cents per one hundred pounds for their 
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milk, This ridiculous price was mainly due to the fact that 
the Montreal milk dealers were in the habit of purchasing 
more milk than their daily requirements called for and 

paying the regular price for only a percentage of their 
receipts. They paid a very low price for the balance, clain- 
ing that they had to separate the ‘surplus! quantity, make 
butter from the cream and pour the skim milk down the sewer. 
"Quebeo Dairy Industry Commission Appointed: 

"The avove Situation simply meant ruination for the 
milk producer and in 1931 this Association asked the Quebec 
Minister of Agriculture to appoint a Commission to inquire 
inte. tne Dairy Industry in the Province, On the Lith of 
August, 1931, the Quebec Legislature appointed a temporary 
Commission which had sittings at various centres, The 
temporary Commission reported that a permanent Commission 
should be appointed to control, supervise and regulate the 
Dairy Industry in the Province. In May, 1934, the Quebec 
Dairy: Industry Commission was created and under date of 
7th of July, 1934, the Commission issued Ordinance No. 1 
making it obligatory for the milk dealers of Montreal and 
District to pay the legal price for all the milk they recei- 
ved. 

"The above wise and progressive order has had a most 
beneficial effect on the Montreal market and it resulted 
in the establishment, in January 1935, by the Montreal Milk 
Producers' Association, of a ‘surplus milk't eiene in Mon-~ 
treal, in order to take care of the milk of its members 
that the dealers, from time to time, did not require, but 
Which was bound to reach the Montreal market because, in many 


cases, no other outlet was available to the milk producer, 
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country butter and cheese factories having largely disappear- 
ed from a great part of the area supplying milk to Montreal. 
It was realized by the association that unless a surplus 

milk plant was catablished, it would be impossible to maine 
tain in full effect the order of the commission compelling 
the dealer to pay the legal price established by the Com- 
mission for all the milk he received, 

"The members of the Association furnished capital to the 
amount of ~15.920200, through the purchase of $10 Shares, and 
for this capital, most of which was furnished in the early 
years of the Association, no return has been made, with the 
exception of one payment, in 1940,:0f six. per, cent, as 
interest on the paid-up shares. Of course, the above 
amount of capital was not sufficient to purchase all the 
necessary plant equipment and it was decided, by the Associa- 
tion, that, instead of calling for more capital fron time 
to time, the full net proceeds derived from the operations 
of the plant should not be returned to the member-suppliers, 
but that a certain amount should be retained in order to 
build up a reserve for the purpose of liquidating the plant 
liabilities and also for future plant expansion that un- 
doubtedly would be required." 

MRe NADEAU: I should like to ask Mr. Long to furnish 
the Commission with a financial statement, and a copy of the 
by-laws, if possible. 

MR. LONG: I know I can supply the financial statement; 
I am not sure about the by-laws. If none are available 
at the moment we will have some PUD OLE « 


At 12.20 pems. the Commission adjourned until 2.15 poem, 
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Afternoon Session 


Upon resuming pursuant to adjournment: 

MRs LONG May it please the Commission, T was asked by 
one of the members of the Commission to produce copies of the 
financial statement and of the bylaws} these I now produce, 
ten copies of each» If I may continue, then, with the 
Drier ; 

"Revenue of the Association: 

"The revenue derived by the Association is of two kinds. 
in chev tireu place, Halt cent per one hundred pounds is 
contributed by its members who ship milk to the GLUY | OF 
Montreal. This half cent is collected monthly through 
milk dealers by the Quebec Dairy Commission and is paid 
over by the Commission to the Montreal Milk Producers’ 
Association in proportion to the quantity of milk supplied 
by its members. For instance, I quote from the Dairy Com- 
missionts order currently in force, (Order No. 1-E-42a, 
dated 18th of August, 1942, copy of which is attached’ here- 
to (as exhibit BE) 

etThe milk dealers must pay to their producers - 
suppliers for each one hundred pounds Siete eA ety: 
feOebs., Montreal, and from this sum remit into the hands 
of the Dairy Industry Commission of the Province of Quebec, 
half a cent for each one hundred pounds of milk received. 
The product of the sum so remitted will be used as follows: 
part of it will be given to the Milk Producerst Association 
of Montreal, in proportion of the quantities furnished to 
milk dealers by the regular members of this Association, 
and the other part will be used by the Commission in the 


general interest of the dairy industry of the region of 


Montreal.' 
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"In other words, the price is $2.50g but the producer 
receives directly from his milk dealer only $2.50 and half 
a cent comes to the Association, | 

"The second souree of revenue comes from the operation 
of the surplus milk plant, and, as already explained, the 
full mMerein between the revenue received from sales of milk, 
Groam, butter, etec,, vee is not paid back to the producers 
but a part is retained in the form of surplus to be used 
fOr .Ur Uber extension ol the service Tor the poner... of the 
member-suppliers. 

"Does not Compete with Milk Dealers: 

*The Montreal Milk Producerst Association has pias 
been careful not to compete with the milk dealers of the 
City 0: Noutreal., or tnstance, the’ only milk we,sell iis 
in wholesale quantities to one chocolate manufacturer and to 
One soup manufacturer and this is done under the supervision 
of the Dairy Commission. These manufacturers must buy milk 
at less than the legal wholesale price in order to compete 
with the prcducts coming from other provinces where the cost 
of such milk is lower. The Association sells cream only 
to milk dealers and most of the butter made by it is’ bought 
Dy mitk dealers for distribution. to their customers.) 1 wish 
to emphasize the fact that the Association, in its general 
activities and in the operation of its Montreal plant, 
is of benerit to the milk dealers of Montreal as well as 
to its members. In the first place, the dealers have an 
Association to deal with instead of thousands of individual 
producers and, in the second iba the Association plant 
has proved of great value to thd dealers as a place where 
they can divert their surplus receipts easily and quickly, 
In addition, the dealers have evyailable a daily supply of 


freshly separated cream of the highest quality and at 
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a@ reasonable price. 
"Cooperative Organizations vs. Private Enterprise: 
"The Montreal Milk Producers Association ie) acy 


cooperative; it handles only the milk of its own members 


and its object is to furnish service at cost to its members. 
. 

Its members have banded together to handle their own product 
and the surplus over cost of the serfice rendered by their 
Association remains the property of its members. It has been 
Woll seid that the basis of private .cnterprise: is) self- 
interest but that the basis of cooperation is the common-good. 
It has been recognized for a number of years by the Dominion 
Government that surpluses resulting from business done by 
cooperative associations, for their own members, are different 
from profits made oe firms, Sbapeniae or individuals doing 
business with the public and that -vhat the enemies of co- 
operative organizations call ‘profitst are really ‘savings! 
that belone to. the members OF the true cooperatives If the 
government should heed the clamour of those who are seeking 
to cripple the expansion of cooperative agricultural associa- 
tions in Canada and attempt to tax their surplus funds, 
the result simply would be that such surpluses will be cut 
down to the smallest possible margin and there would be 
nothing therefore for the government to tax, By all means, 
tax the individual for the income he receives, including 
what he gets from his cooperative enterprises, but leave 
the surplus in a genuine cooperative association alone, 
"United Nations' Attitude towards Cooperatives: 

ipa a conclusion, I quote the recommendation made by the 
conference of the 'United Nationst on Food and Agriculture, % 
at Hot Springs, Virginia, in 1943, when a resolution was 


adopted containing the following clauses: 
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"That, in order to make it possible for people to help 
themselves in lowering costs of production and costs of 
distribution and marketing: 

**®(a) All countries study the possibility of the further 


establishment of producer and consumer cooperative societies 


in order to render necessary production, marketing, purchas- - 


ing, finance and other services; 

"t(b) Each nation examine its laws, regulations, and 
institutions to determine if legal or institutional obstacles 
tO cooperative development exist, in order to make desirable 
adjustments.! 

"SUMMARY 

"(1) The Montreal Milk Producers' Association is a 
genuine cooperative organization as it handles only the 
product of its members. 

(2) The surplus it accumulates each year belongs 
to its members and is partly derived from a direct fee paid 
by them and from the surplus of sales over payments which is 
retained for plant expansion. 

"(3) The Association has paid its own way from its 
inception and has never asked for or received government 
financial support. 

"(4) The operation of its surplus milk plant has been 
beneficial to the milk dealers of Montreal in that they can 
hold the quantity of milk purchased very closely to their 
sales by diverting to the Association plant whatever excess 
they may receive; in addition, they can draw upon the 
Association plant whenever they are caught short of milk, 
through a drop in their supply or an unexpected increase 
in sales. Also a large supply of high grade cream is 


available at reasonable cost. Furthermore, the Association 
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in its sales does not compete with the milk dealers. 

"Respectfully submitted on behalf of the Board of 
Directors, 

W. A. Moore, 
secretary-Manager." 

Now, may it please the Commission, I have two witnesses 
here in support of our submission. I have Mr. Lowe, of the 
head office of the Association, who will be pleased to answer 
any questions as to the financial set-up, and I have Mr. Carr, 
one of the original organizers of the Association, Vice- 
President and Director, who will also give any information 
that may be required. 

THE CHATRMAN: Will you put them in the box and have 
them sworn, Mre Long. 

We Le CARR 

Member of the board of directors and 
executive committee, Montreal Milk 
Producers! Co-operative Agricultural 


Association, having been duly sworn, 
testified as follows: 


BY MR. PARKER: . 

Qe Mr. Carr, what is your official position with this 
company? 

MR. LONG: It is not a company. It is a cooperative 
incorporated under the Quebeso Cooperatives Act. 

THE CHAIRMAN: It is an association. 

MR. PARKER: Association; all right, 

THE WITNESS: I ama member of the board of directors 
and of the executive Sen eee 

BY MR. PARKER: 
Qe How long have you been such? A. I have been on 


the board of directors ever since the organization as a 
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cooperative in 1919, JI have been president of the Association 
and vice-president at various times, and in 1919 was organizer 
and secretary and manager. 

Qe Can you tell me what your members have to do to 
become members of the association? A. Membership in general 
S0u61Scs 20 the sighing of the association agreement. 1 
think you have copies. 

MR. LONG: It is schedule "a". 

THE WITNESS: It is schedule *A" +4 the adsdciation 
agreement, and the agreement to pay an annual fee. 

BY MR. PARKER: 

Qe How much? <A. The minimum annual fee is fifty 
eents.e That ig to local branches. That admits a member -- 

Q. Just a moment, please; I am talking about this 
association, not the branches. A. Well, the central associa- 
tion consists of a core of shareholder members who pay ten 
dollars per share for membership stock in the association, 

Q. Are there four thousand shareholdérs in your 
company? Ae No, but there can be at any time the members 
wish. 

Qe You see, I wasn't asking you what there could be; 

I was merely asking how many there are. Can you tell me 
approximately? A. I haven't that number; Mre Lowe will have 
that number. 

MR» LOWE: 1,400. 

MR. CARR: 1,400. 

BY MR.PARKER: 

Qs 1,400 shareholders who have bought shares in this 
associ ation ? Ae Bought ten-dollar shares, yes. 

Q. Do they have just one share each? hy Theat *13 


the general rule, There are a few who have two. 
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Q. But not more than two? As Not more than two, 
LT think. 

Qe But in addition to these shareholders you have 
members: what are they? A. Associate members who have 
Signed the association agreement, who have agreed on the terms 
that you have before you. 

Qe And who are milk producers? Ae Who are milk 
producers, 

Qe Are all the shareholders also members? he Ss 
as a milk producer? A, Yes, they have also signed the 
association agreement. 

Q- Now, how is the money handled that is received by 
the company from the sale of its shares? pier Os run i: 
invested in trust funds, Dominion bonds, and it is in treasury. 

Q. Is there any obligation on the association to pay 
back the price of these shares to any shareholder if and 
when he demands it? Ae There is no obligation, but we 
doe . Those shares are transferable. 

Qe But are they what I oat redeemable? Does the. 
Company wash them out by buying the share capital back? 

Ae We do not make a practice of buying them in. I do not 
believe it is allowed. 

Qs JI have not read your document: is it permissible 
under your set-up to do that? A. But they are trencfer- 
reds 

Qe it am not talking about transfer; please talk 
about what I want to talk about. Can you tell me without 
feferring to any of the documents whether the association 
has the right to buy in its own shares and pay off that 
share capital? If you do not know, all right. 

Ae I don't knowe 


Qe Anyway, that is one source from which the 
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association gets money -- by the sale of its shares? A. Yes, 
it has been. It was commenced that way. 

Q@» Well, it is yet? Ae Anybody who has shipped 
milk can buy shares. 

Q» [ am simply trying to sum it up so that we can get 
a Clear picture. That is one source from which the associa- 
tion receives its capital -— by the sale of its shares? 

A. YESe 

Q- And So far as you are aware it has no obligation 
to pay that back to the members on demand? Ae If the 
association should be wound up the assets would have to 
be paid out to the shareholder members. 

Qe That may be, the same as any ordinary company? 
A. I do not know about ordinary companies. 

Qe Now then, in addition to that source the association 
also @ets,as gh understand it, a part ofthat one-half cent 
per hundred pounds of milk; is that right ?. Ae YeSe 

Qe And that is paid to the Association by the 
Dairy Commission? A. Y€Se 

Q» What part of the one-half cent is paid to the 
association? A, In the neighbourhood of ninety per cent, 
--that is aocording to theproportion of whole milk taiat 
is shipped in by the mambers of the associations around 
ninety per cent. 

Qe Put it this way: for every hundred pounds of milk 
shipped by your producer members to the dealers, a half cent 
per hundred pounds is paid to the Dairy Commission, and 
of the aggregate of these one-half cents, ninety per cent 
of it is paid back to the association; is that right -- 
about ninety per cent? A. About ninety per cent of the 


total that is collected by the Dairy Commission, 


OMS Mr. Carr 


Q- That is one half cent per hundred pounds, is it? 
Ae Ye@S.e 

Q. Roughly how much does that amount to in an ordinary 
year, say Last year -— can you tell me in round figures? 

Ae I could refer to the statement; I think you have copies 
of this statement -~- $12,118. 

Qe "Association revenue: received from members" -- 
is that the item? KAP ETD IAB Ol, 

@. That is the aggregate of the ninety per cent of this 
one=half cent per hundred pounds? Ae Yess 

@i That is for the year ended December: 15, 1944? 

A. Yess 

@« Now, what is done with the money that is received 
by the association from year to year? Ag LO Ger Used + L.or 
general association expenditures, communications with 
members, expenses of the board of directors. 

Qs Repairs” and replacement to the plant? Ae Now 
It is used for asscoiation purposes, organization purposes,-- 
that is, visiting parts of the district which are not now 
well organized, holding meetings, and also -- 

Q. May I ask, before you go on -- that is with the 
idea of organizing more branches? A. Yes, and we 
contribute to the dairy farmers of Canada national 
organization. 

Qs Those are set out in the statement, I suppose? 

A. Oh yes, those are in the statement. 

Q. Then these are the two sources from which the 
association secures capital. Now, do I understand correctly 
theta) surplus milk which the dealers ars unable: to) disvose 
of through ordinary channels is handed over to the associa- 
tion to be processed, made into butter ~- is that it, or 


whatever you do with it? 
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A. It is consigned to the association plant by the 
members of the association. 

Q- Now, is it; that is what I want to get at. A, Yes. 

Qe Doesntt the Dairy Commission compel the producer 
to tell the dealer to take all the milk which the producer 
sends to him? Ao NO-« 

Qs» How much? Ae The Dairy Commission compels the 
dealer to pay the full price for the milk he takes, but they 
do not compel him or attempt to compel him to take more than 
he needs. 

Qs They do not compel him to distribute it ali? 

A. To take more milk than he needs, than he wants. 

Qo That is what I understood from the brief; perhaps 
LI misunderstood it. How dees the association get the 
milk which it puts through its plant? From whom does 
the association, get it, and under what terms? Tell us 
Bae Whole wiory? A, The members seng 16 to them; 
it comes to them directly from the members, on the same 
trucks usually as the milk coming to the dealers, The 
part that the dealer has not purchased is left on the 
truck and taken to the association plant. 

Q. Take a typical case; a truck drives off, we will say, 
with a big load; he goes to the dealer and he finds that 
the dealer cannot take that day all that he brings to his 
door; the dealer takes what his reguirements are and the 
truck drives to your plant; is that it? Av, Dat wis. Vu 
in a general way, yes, without going into details. 

Qe Kach dealer decides from day to day what he wants 
5O meet his requirements? A. He is supposed to give 
the producer notice so many hours ahead, and the milk 


comes in just the same on the truck but is consigned to 
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the association plant instead of the dealer, 

Q. That is what bothers me- when is the consignment 
made by the producer -- before he finds out how much the 
dealer wants, or after he finds out how much the dealer wants, 
and then does he consign the balance? What is the procedure? 

A, The producer is supposed to have forty-eight hours 
notice of how much the dealer will take from him, and he knows 
how much the dealer is going to take by that notice; he sends 
the balance to the association plant if he feels like it. 

Q. Are there any written documents indicating the terms 
under which that milk is delivered to the association? 
Ae NO. 

Q@.- Where do we go to find the terms ander which that 
transaction takes place? You are calling it consignment; 
I just want to make sure that is what it is. fA aE 
not purchased by the association. lt Brrives ab the. plant: 
it is manufactured -- 

'Q» I know. A. ormand at the end of the month the 
accounts are cast up and it is found how much can be paid 
per pound butter fat for the milk received that month, and 
that is what the member receives for the amount that he 
shipped to the plant. 

Q@. But before the manufacturing process takes place at 
all, when the man delivers his milk to the association, 
I want.to know on woat terms he delivers it and what is the 
Obligation of the association with respect to him? 
A. The association is under obligation to manufacture or to 
dispose of that milk to the best of their apitity and put the 
money into the common fund, 

Q. What common fund? A. The pool -- the pool of that 
month's milk, all the milk reseived, which means the milk 


is not kept separate.. 
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ec understand; ail the proceeds Trom that surplus 
milk shall we call it, are put in one fund by the associa-~ 
tion? As Lf a pool, 

Q.- At the end of the month? Ae And the association 
is of course under obligation to pay the member for the 
amount of milk that he shipped. 

Q- The entire gross proceeds of sale, or what deductions 
are made? A. The deductions for plant operation for 
the month and all the overhead for the month, et cetera, 
et cetera. 

@- And by overhead you mean certain reserves, a certain 
emount 16 taken out for reserves’? Ay oLlE you: don?t: mind 
my saying this, Mr. Lowe is our bookkeeper and he is much 
more Tamiliar with the figures end of this than Lam. 

Os 1 00 not care abdout the exact amount; — am only 
talking about the principle. IT am saying that out of the 
gross proceeds of the sale of that surplus milk, you may 
call it -- I want to find out exactly what is done with it. 
First there is your overhead, which you tell me is deducted; 
then is there included in that overhead an item for reserves? 
Is a certain amount set aside by the association for reserve 
fund? As Yes, a8 decided by the Board where are gertain 
amounts set aside for reserves, 

Q@.- Decided by the boards; and generally what principle 
do they follow? is 1% 4 certain percentage, so much per 
pound butter fat, or what? Ae NOs 

Q. How is it decided? A. They decide according to 
the exigencies of the occasion. We have plant repairs for 
instance that are spread over certain periods, certain 
lengths of time; purchases -- 

Q. Expansions? A. And expansions. 


Q+ New equipment and that sort of thing? A. Yes. 
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Q- Such amount as the directors may think is sound 
policy to keep the plant up to date? A. Exactly. 


%- And meet the situation as they may face it? 


Q. All right. Having set aside that amount, that 
general reserve -~ is that a fair way to describe it? 
Ae As I said berore, I am not familiar with all these 
terms » 

Q. Then how do they decide how much they will pay the 
producer per pound butter fat? is all that is lett, paid 
out without making deductions? As I am afraid I do not 
get your question. 

Q. Let us put it this way. Suppose you have $100, 
just to illustrate my point, representing the gross proceeds 
of the month's supply of surplus milk. You set aside your 

overhead expenses, we will say, $50; then you will take 
say $25 and put that in your reserve fund; that still leaves 
$25. Does that go back to the members in proportion to the 
amount of butter fat that they supplied? ie Vea 

Q. 60 that under these three headings we account for 
the entire eross proceeds -- namely, general expenses, 
reserve, and payment back to.the members? As I take it 
that is rTieht. 

Q@.- Now, as to these reserves, is there issued to the 
members any kind of document or promissory note nr any other 
undertaking that those memberswill have an undivided 
practical interest in those reserves? A. Noe 

Q» Not a thing? As,,. NO there, ane no documents. 

Q. And this system you have described has been in 
operation since about 1919? A. The organization of 


the sooperative was in 1919, It was purely a selling 
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cooperative at that time. The surplus plant has been in 
operation since 19355, I believe. 

Qe All right; we will deal with from 1935 on. 

A. About ten years. 

Qe From 19355, then, down to date, that is nine or ten 
years, it has been operating on this principle which we have 
mentioned, Let us go back for a moment to this producers! 
agreement; there is nothing to indicate that any milk is 
to be either sold to the association or consigned to the 
association, is there? Are you familiar with this agreement? 
fie 1° Can there is.  Pardon)me if 1 have not? read that’ to- 
day, but whatever is indicated there is our agreement. 


Q- I did not see anything myself, though I read it 


hastily. In other words your association is what might 
be called a bargaining association? Ay DIPS, Ole ee 
was, 

Oa te Ae Ve br A. Yes. 


'Q. Primarily a bargaining association ? Ae That is 
its primary purpose, 

Q- It is an association to make a contract on behalf 
of the producer with the dealer? Ae YOSs 

Ce us thaw Tienes i. Thate-is rigny. 

Q. And there is nothing in the written agreement that 
obligates the association to pay the producer member any- 
thing, is there? A. NOs 

Qe Is there anything in the by-laws of the association 
which could be construed as being an obligation on behalf 
of the association to pay the members penne es of which you 
are aware? Ae No. 

Qs Now, during that nineteen years, by the use of 


the share capital of $14,000 odd that you have raised, 
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and with those reserves, holdbacks -- call them what you 
like -- you have succeeded in building this plant which you 
now have. A. Over what period? 

Qe Since 1935, A. Since 1935, yes. 

Qa The plant was not built until 1935, So that to 
defray ‘he cost or that plant you used the share capital 
that you have ~-- the money derived from the sale of shares ? 
Ae YESe 

Q» And you supplemented that in the first instance 
with borrowed money, I take it, from the bank? A. Yes, 

Q» Which has since been paid off out of these moneys 
held back from these two sources -- that is the half cent 
plus the surplus ea¥Fnings out of the processing; is that 
correct? Ae Yes. 

Q- To-day the total value of that plant and equipment 
is about how much? Perhaps you would refer to your 
statement. As I understand it, according to your statement 
the cost value of that plant is $64,837, and it has been 
written down to one dollar; is that right? A. That would 
be right. 

Q. In addition to that the association now holds 
assets of what? The figures show you have assets of 
$112,834.45, plus the plant which is carried at one dollar, 
which is arrived at by taking $139,900.37 gross assets, 


less liabilities to the public of $27,000; right? 


A. That is right. It includes the capital stock, 
of course, of $16,000 -- that is, $15,920. 
Q- We are talking about assets nows A. Yes. 


Q» I do not care about the exact dollar, but it is 
very substantial -~ well over a hundred thousand dollars? 


A, It is in that neighbourhood. 
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Q. Now, during that period has the association ever 
made any income tax return to the Department of National 
Revenue? A. No, it has not been required to. 

Qe Why hasn't it? A. I wouldn't be familiar with that. 

Qe You wouldn't be familiar with what? A. With whether 
it has been required to make an income tax return. 

Oe, 2ounes direotor,,i-take i, are sufficiently tfamijiar 
~~ A. As directors we have been familiar with the fact 
that we have not had to pay income taxes. 

Q- As a direetor, I was going to suggest, you have had 
knowledge that there is a dominion income tax? Ae Yes. 

Qe. And that generally everybody should make returns 
and let the department decide whether they were taxable or 
not; is that your understanding of it? Ae To have ov 
been, bookkeeper, sir. Tt have not been familiar with these 
returns. They may have been made. 

Q» Have you any knowledge or record in your personal 
capacity of having been advised by the Income Tax Department 
that you are not taxable and that you were relieved from 
the necessity of making returns? Aw (\Nogs Lonaven't.s 

Qe In other words you just never gave it any attention 
one way or the other? ie, Is Let tuthaty. to) our board: oF 
management, and I believe they were correct. 

Qe Now, let us turn’ to your brief which has been read. 

I take it you assisted in the preparation of this brief? 
sy UN Gey EL ie Ver bad tt. 

Qe You have read it; you,are familiar with it? 

A. It has been submitted to me, yes. 
Qe And you approve of it? Ae Yese 
QQ. It sets forth the story correotly, and the facts 


stated therein are true, are they, to the best of your 
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knowledge? A, Yes. 

Q» Are they within your knowledge, the facts stated in 
the brier? A. Yes, the facts set out are to the best of 
my knowledge correct. 

Q- There are just one or two questions I want to bring 
to your attention. Referring to the first paragraph of your 
brief, I do not quite understand it, the last part -- 

"Hach subscribing member is obliged to sign a membership 
agreement, in the ree of Schedule “A, authorizing the 
Association to act as his agent in the disposal of his milk 
and agreeing to pay to the Association a commission 'either 
directly or through others on all milk shipped by him,t" 

In other words the association is a sort of commission house, 
it you are to’ judge from that, A. A bargaining associa+ 
orOn,) 1 think we called it, 

Q- As a bargaining association, then, it gets paid a 


commission for the produce it bargains for. We will put 


it that way, then; is that right? A. It gets its revenue 
from -- 
Q. Is that right -- “agreeing to pay to the 


association a commission either direetly or through others 
on all milk shipped by him." Is that GOrrest, Or isn't ib? 

A, It is I think in the agreement there. It is in 
this agreement. 

Qe Have you any Objection to saying this association 
is a sort of commission house, transacting business and 
being remunerated +- 

MR. LONG: Give your own interpretation of it and 
let learned counsel give his. 

THE WITNESS: I would rather he did that. 

MR.PARKER: There is no compulson to answer questions 


at all. You can refuse to answer any if you so desire, 


see oe | Mr. Carr 


THE WITNESS: I want to help you all I can. 

MR. LONG: The question is unfair, Mr. Parkere 

MR. PARKER: I do not think so} but if it is unfair 
I will gladly withardw it. I did not intena it to be 
unfair. (To the Witness): 

Qe GO on to the next paragraph: "There are local 
branches in the principal milk shipping districts, each 
with its own set of officers, and a central organization 
with a permanent office in Montreal.” That central 
organization -- do I understand that is your association? 
A. Yes, that is the cooperative. 

Qe What is the connection between the local branches, 
so-called, and the central organization? Ae The toca 
branch is a group of members of the central organization 
who live near to each other, in the same county or same 
centre. 

Qe Do these branches have any corporate existence? 

Ae They are not incorporated. 
Q. They are what might be called glorified committees? 
Ae YeSe 
BY THE CHATRMAN: 
Qe Your association is a' joint stock company? As It is 
a cooperative; I don't know whether you would call it a 
joint stock company. 

THE CHAIRMAN: Under the provisions of the Quebec 
Statute, it is a joint stock company. Look at section 1973. 

MR. LONG: Under the provisions of the Cooperatives 
Act, my lord, 

THE CHATRMAN: Look at 1973: 

"Hach association shall be a 


joint stock company, the res- 
ponsibility of its members or 
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Shareholders being limited 
to the amount of their 
respective holdings." 

MR. PARKER: This is what I was coming to. 

THE CHAIRMAN: It is set out in your by-laws. 

MR. PARKER: My learned friend objected a while ago to 
fay referring to this organization as a company. I thought 
I was right at the time; apparently was righter than I knew, 
(To the witness): 

Re Goss tds. a company, isntt ib? A. If you inter- 
pret it as a company, it may be a company, I don't know. 

How would I know? 

Q. Anyway these branches are not incorporated bodies? 
A» NO, they are not incorporated. 

Q- And part of the funds that this association receives 
is used for the purpose of sending field men out to the 
various parts of the country to build up more of these branch- 
es? A. Yes, 

Qe That is part of your general expense? Ae Yes, 

Qe Now, if you will refer to the bottom of the first 
page of your brief, I would like to get this clear: ‘In May, 
1954, the Quebec Dairy Industry Commission was created 
and under date of 7th of July, 1934, the Commission issued 
Ordinance No. 1 making it obligatory for the milk dealers 
of Montreal and District to pay the legal price for all the 
milk they received." In other words the price which the 
producer receives for his milk from the dealer Ve dea ed 
by government aubhority, isn't) it? Ae YeESe 

Q- Does that apply to the milk which is referred to as the 
surplus milk which goes to your plant? Is that fixed by the 
same authority? Ase Nos The Dairy Commission deals only 
with milk sold as whole milk, They fix only the price of 


Such milk as is sold as whole milk -- milk in its netoral 
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Qe Fluid milks. Isn't that the basis on which the farmer 
gets paid for all of it -- the producer gets paid for all of 
it in your case? A. He gets paid for all of it on that 
basis -~ that the dealer accepts as his needs. 

Qe But not what we have referred to as the surplus? 

A. Nos 

Q» He does not get paid on that basis at alat a iston 
the basis of butter fat? As The surplus milk which 
doesn't go into the city, which doesntt need to go in, woulda 
be cheese factory or butter factory milk, 

Qe In talking about surplus I am talking about milk that 
goes to your plant, your association plant only, A. Our 
plant is not the only place it ZOCS. 

Qe I am talking now only about yoursplant. 

Ae What goes to our plant -+ 

Q.- Is paid for on what basis? A. Is paid for as I 
have already explained at some Lengths 1yvis manufactured; 
the proceeds are put in a pool and the producer receives 
his share at the end of the month. 

@ Of course, but I wanted to make certain in everybody's 
mind that it was not fixed by the commission. Ae Ng 125 
is not fixed by the commission, 

Q- That is a matter purely between your association 
ana ine producer, Pantt sis? A. Yes. He is not obliged 
to ssend“it to uss 

Qe But there is a connection with that commission; 
if you will look at the last sentence on the first paragraph 
of page 2, I would like to clarify this a bit. You say? 
"It was realized by the Association that unless a surplus 


milk plant was established it would be impossible to maintain 
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in full effect the order of the Commission compelling the 
dealer to pay the legal price established by the Commission 
for all the milk he received," That is what led me to think 
the dealer had to take all the milk that the producer would 
deliver to him. You Payee nateis wot so? Ae If you want 
an explanation of that, before the order of the Dairy 
Commission the dealer paid for some of the milk at the 
price agreed on with the association, and he paid for some 
of it at another price which he called the manufacturing 
price, and he paid for some more of it at the price he 
called the butter fat price, so that it was impossible for 
the producer to know how much he was going to get for his 
milk until he received his cheque at the end of the month. 
BY MR. LONG: 

Q» Who fixed those proportions? A. Nobody fixed them 
for him; I presume he fixed them according to his lights, 
according to his particular market, 

 Q- That is the purchaser? A. The dealer, the whole 
milk dealer, who was in the butter business, the skimmed 
milk business, and various other businesses, 
BY MR. PARKER: 

Q@» There is one other thing I wanted to ask about that 
ninety per cent of the one half cent per hundred pounds; 
how is that arrived at? A. It is arrived at by the 
Dairy Commission on the proportion of milk that our members 
ship to the market. 

Q. Then at the top of page 3 you say: "Hor instance, 
the only milk we sell is in wholesale quantities." Does 
your association sell milk that you get from the producers? 
A. Yes, that is one of the markets that we have, We sell 


some milk in fluid form for manufacturing purposes to men 
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who want a small quantity of mile or a certain quantity 
of milk at odd times -- for instance, the soup people. 

Q. There is a certain revenue resulting to your 
association from that, I suppose, too? Ay Tt Vie ian 
additional market for our members. That is what it means. 

Qo is there any obligation on your own part to divide 
that margin with the producer? A. It is the usual business 
obligation. We receive the mants milk and deal justly with 
him. 

Q. Perhaps you will be good enough to tell me what the 
usual business obligations are, Ae I shall be glad to 
Cody yOug) Mor years) sim, la'shipped to. a cheese factory 
all the cream I had, They accepted my milk when I brought 
it #here in the morning and at the end of the month they 
made up a Statement for me and gave me a cheque, Those were 
our business arrangements; those were the notes, the obli- 
gatory documents in toto, just what I have told you. And 
the same thing was true of the milk dealer, until the order 
of the commission referred to; we shipped him the milk} he 
BCCePLed 10,1 pub it through,hbis plant end at the end of the 
month he paid us and we did not know how much it was going to 
be until we got our cheques But he paid us and we shipped him 
again the next month and continued to deal with him, hoping 
always for better conditions. 

Qe And there is no doubt in your mind at any rate that 
this milk that you get from the producers you do not buy 
from the producers; you receive it on consignment? 

Ae We do not buy it; we receive it on consignment. 

Q- Look at the last paragraph before the section entitled 

"Uni ted Nations"; we come to this troublesome word again -- 


you talk about real savings that belong to the members of the 


_3079- MY erCar? 


true cooperative. I suppose you have the same difficulty 
as the rest of us in knowing exactly what a true cooperative 
is. A. I don't know that I have any difficulty. 

Q- Now, you are just the man we have been waiting for. 
Tell us what it is. A. To me the cooperative is an 
organization of men who are interested in the same thing, 
the same market, marketing the same produce, and who band 
themselves together to do that to the best of their ability, 
who are content to organize and appoint a manager of their 
cooperative in whose hands they put their business. 

Q@- To dispose of their product? A. To dispose of 
their product. And they appoint a board of directors, 
in their judgment men who will be able to plan their business, 
to know what reserves they need, to look forward in that 
business and protect the interests of the members, and apart 
from the expenses of running the business, and actual over- 
head, the assets of the business belong to the members of 
the cooperative. The proceeds are divided among them 
according to the quantity, according to the volume of business 
that they do with the cooperative. To my mind that is a 
cooperative. Of course I have given ‘you’a very Loose and 
perhaps sketchy definition, but there is no profit to any- 
body except the members in the cooperative. Salaries are 
paid, they are adjusted, they are limited by the decision 
of the board -- that means really the decision of the members 
themselves. 

Qe Perhaps you could tell me, if that is so, why Toss 
necessary to become incorporated as a joint stock company. 
Why don't they just get together and do that? Apparently 
they seem to think a company is of some use in carrying this 
scheme into effect. A. Some of my friends asked me that 


the other day. 
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Qo What was your reply? As I thought they had not 
read the act, because the only reason we got incorporated 
is so that we will be recognized by the law as being capable 
of making bargains, being capable of bargaining with a man 
to be a manager, for instance that we will pay him so much 
a year; being capable of bargaining with the people we sell 
to, that we will fulfill certain edntracts with them; being 
capable of buying and ernie machinery -~ that is why we got 
incorporated. 
THE CHAIRMAN: A: limitation of liability. 
THE WITNESS: Well, yes, but that did not worry us. 
That is true, though , because we borrow money and where we 
borrow money we have all to sign the note. 
BY MR. ARNASON: 
Qo The board of directors? A. The board of directors. 
BY MR. PARKER: 
Qe Hor all these activities it would appear as though 
the incorporated company, the limited liability company, 
was a necessity, but when it comes to the question of taxation, 
that thing seems to fade away like a ghost; it doesn't exists 
there is nothing but members left. That is what is bothering 
some of us, I think -- as to how it can be existent in res- 
pect of one position and non-existent in respect of another. 
Do you see my point? Ae Really the point is that the 
proceeds are distributed to the members. They can be dis- 
tributed'to the last,cent. There is no profit if. they are. 
BY MRe ARNASON: 
Qe Do you handle any milk for non-members? A. Nos 
Q. I think at the beginning of your evidence reference 
was made to associate members as compared oiok ordinary 


members. 1 am not certain that I understand the difference 
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between the two. 

MR. PARKER: If the Commission will pardon me, I am 
coming to that, and I shall be glad to take it up at that 
time. (To the witness): 

Qe Before I leave this true cooperative business, 
would you go so far as bo say that an association such as 
yours that went into the manufacturing of all sorts of 
processes, cream separators and so forth -+ 

MR. LONG: Just a moment; he didn't say they manufactured 
all sorts of processesa 

MR. PARKER: I am putting the question to him now. 

(To the witness); 

Qe Would you call that still a cooperative association, 
once they get away from handling the primary products? That 
is what I would like to know. 

MR. LONG: 2 think thatvis a very unfair question.: 4% 
has not been established, as my learned friend suggests, that. 
we have gotteri’ completely away from our foundation products. 
My learned friend says we are manufacturing all sorts of 
things. 

MR. PARKER: I say, processing, and add to that, 
Manutacturing, if: you Like, step by steps (To the witness): 

Q. Is there any limit to the extent to which they can 
go ~- that is what I am asking -- before they get so far 
away from the original idea that they cease to be a con 
operative? Ae Oh, I wouldn't know that. 

Q. Now then, we pass on to the bottom of the page where 
you quote the united nations; that has been quotea 4o. this 
Commission before, the Conference at Hot Springs. Have you 
read that report: in full? A. Do you mean this paragraph? 

Qe No, I mean the report from which this ie a quotation. 


hy NOs d Neve not read it. 
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Qe Who was responsible for picking this particular 
quotation out, do you know? Was it you? A. Not me, 
NOS (0UL Linave reaed<105 and it Tits. 

Qe I would ask who is responsible for picking this out, 
and can he tell us or can you tell us whether there was 
anything in that report Suggesting in the remotest fashion 
that cooperatives should be free from taxation? 

Ae I wouldn't knowe 

Qe You don't know. Then on page 4, where you summarize 
your suggestions, you say: "The Association has paid its 
own way from its inception and has never asked for or 
received government financial support." Hasn't this 
association indirectly from the fact that it has not paid 
any income or excess profits taxes -- isn't that a species 
of government support? What do you say to that? 

A, I have no interpretation of that. I would not interpret 
it that way. 

Qe Well, as some witnesses have put it, where one company 
is exempt from taxation and another one has to pay it, that 
is equivalent to giving the exempted company a subsidy. Would 
you agree with that? Ae It might have been intended that 
Woyy Decause In my recollection for. quite a number of years 
governments not only of this province but of other provinces 
have been quite keenly supporting the idea of cooperatives, 
the establishing of them and the continuation of them, and 
they might have intended in their wisdom to exempt them 
from taxation just for that reason -- to make it easier, 
to make it possible for them to continue,and, shall we say, 
to relieve them of any chicanery or doubtful dealings so 
far as putting away all their surpluses is concerned, or 
shall we say their income, their profits, as cooperatives 
do not really have profits; you would say, well, we would 


have to pay them all out; we pay more out than we receive, 
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or something, s0 as to avoid taxation.. Because after all, 
Gs i e6id petore, the Dusiding wo of profits is of no inter- 
est to anybody in our association; be. a gets any benefit 
from it except the members , the individual rank and file 

of members. We could pay all the money we have out to them 
and still do business, I suppose; having built up a repu- 
tation as good business men I suppose we could do that now 
on credit. 

Q» i. should just like to call your attention to your 
by-laws -- have you a copy there in front of you? -- page 29. 
I am reading this for the first time and it may not mean 
exactly what I thought. 

MR. LONG: Twenty-nine is an extract from the Cooperative 
Association Act. 

BY MRe PARKER? 

Qe That is a quotation, an extract, from the Gooperative 
Association Act? A. The act at that time, yes. The 
act has been amended simme then. 

Q@. On page 29 it sets forth how the association may 
deal with its --~ what? AY With ate: protits. ~1in ihe 
provision in the up-to-date act I believe they call it 
return, proceeds, or distribution of profits in proportion 
to the business that each member does with the cooperative. 

Q. When was that amendment put through, do you remember, 
about? A. Now It was a few years ago, several years 
AZOe 

OQ. oince the war? A, No, not since the war; before 
the war. | 

Q@. Anyway it says here: 

"When the association has a 
reserve fund equal or greater 
than the subscribed capital, 


it may, after having paid divi- 
dends of not more than cight 
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per, cent of the paid.up 

capital, and after having set 

aside for the reserve fund at 

least ten per cent of the pro- 

fits, distribute the remainder 

of the profits among the share- 

holders in proportion to their 

dealings with the association.” 
You say that has now been changed to “savings” or some other 
term? 

THE CHAIRMAN: Do you happen to remember, Mr» Long, 
what section that is of the present revised statutes? 

MR. LONG: I couldn't say, my lord. I shall be glad 
to look it up and let you know. 

MR. PARKER: At the moment I am not so much concerned 
about the change of the name from “profits” to whatever it 
is; I suppose the name given to it cannot change its real 
nature e 

MR. BROSSARD: Tt is section 25 of the present act. 

BY MR. PARKER: 

Qe Now, look at your amendments to the by-laws -- 
your printed amendments: . “Amendments have been made to the 
by-laws, which now read as follows.” When were these 
amendments put in? Do you know the date of them? 

A. NO, I have not the dates, 

Q- Do you remember approximately? Ae No. 

MR» LONG: As a matter of fact they have been amended 
from time to time. | 

THE WITNESS: We would have to look up the minutes. 

BY VR. PARKER: | 

GO, L am looking perticularly - the second amendment 
there: “Any person or firm producing milk can become an 
associate member of this association without subscribing 
for shares, by signing the association agreement." Have 


you any idea how long that has been- in force? 
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A. Oh, a number of years, I know that it is a number of 
years, but exactly the length of time, I would have to look 
up the minutes. 

Qo What was it before that? How did people become 
members before that? What was the change made about that 
time? A. Oh, that adds another class of members. 

Qe What was the purpose to be served in getting another 
class of members? A. Well, we are perhaps in a peculiar 
position; that is why Iflounder over some of your questions; 
I am sorry. But the difference between the shareholder 
member and the associate member is really ten dollars out 
of the man’s pockets, except for the fact that the share-~ 
holder member can vote; he can go into the city once a year 
and vote for the,board of directors, and that is the only 
difference there is between him and the associate member. 

He is invited to become a shareholder member -- I mean 
all the members; all the milk producers are invited to be- 
come shareholder members. 

Q. It is purely optional whether they do or not? 

Be eu is, opbionad, yes; it is optional. with) usiendsitais 
optional with themselves, If they wish to have the right 
tO come in and vote for the board of directors they pay 
their ten dollars and vote, and they only. pay the ten 
dollars once. I think you. referred; to,lt. es 'aureveniic. of 
the association; it is really capital. 

Vets vsteounient ¢ -it.is.capLtal. Aw It. is neu 2 
Pource, Of Tevenue, because we have to pubsthat titencsettel. 

BY THE CHATRMAN: 

Q. Does a producer automatically become an associate 

member on delivering milk to the association? Ae No, he 


does not.» He has to signe 
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Q. What formality does he have to go through? A. He 
has to sign the association agreement before his milk can 
be delivered, and belong to his local branch, the nearest 
local. 

Q. What do you do with the outsider who presents himself 
to deliver miik to the association? Do you turn him away? 
A. Yes, we have to turn them aways We have adtually done 
that. 

Oe DO youleo 2b) asVasruLe?. Ae We do not have very 
often a situation like that, but when we do we always turn 
them away, because our permit to run a plant in this city 
is dependent on the fact that we will only take milk from 
our members, that is, our men who have bound themselves 
by the association agreement. 

BY MR. PARKER: 

Q. One other thing in connection with the management: 
who is it that votes at a meeting when directors are elected? 
Ae Shareholder members. 

Q. The others have no vote in the selection of directors? 
A. They have a vote but they have none at the selection of 
directorse 


Q. They have one vote when it comes to the election 


of directors? A, NOs 
Q. When the amount of reserves is determined to be set 


aside each year, that is determined by the directors? 
A. By the board cf directors, yeSe 

Q. Then it follows, does it not, that the so-called 
associate members have no voice, either as such or through 
the directors for whom they have voted, in determining how 
much of their money will be paid to them and how much will 


to hetd- in reserve? Now, has the association ever paid 
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any money back to the associate members representing -~ 
what shall I call it? -- the surplus earnings of the 
association or its plant? Ae No, because our surplus 
earnings from year to year -= I mean our earnings are 
distributed very closely and the balance is shown as making 
up those reserves. 

Q. Do you make an initial payment when a man brings 
aio oe ne As Noe 

Q@. Jt is one payment, once for all? A. Yes, when we 
know how much he can be paid for the milk, that is his 
cheque « 

Q- That amount is determined by the board of directors 
elected by the shareholders, and the man who is not a share- 
holder has nothing to say in the world about how much he 
will get for his milk -- in that sense, 

A.’ You can interpret it like that. 

@. You have heard of the Rochdale principle as applied 
to cooperatives? A. Y@Se 

Q. Did you ever hear that one of the fundamental prin- 
ciples of the true cooperative is one member one vote, so 
that there is no chance of 4 group getting control, and that 
sort of thing? Have you heard that argument? Ae Yess. 
We invite all these men to become shareholder members. 

We do not force them to be. 
BY MR, ARNASONS 

Q. Are there many fluid milk shippers in the Montreal 
area who are outside your association? A. No, I would 
say ninety per cent are now members, that is at least 
associate members. 

BY MR. ELLIOTT: 
Qe You have spoken several times about the possibility 


of cutting down the amount of surplus retained by the 
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association. A. That is always possible. 

Q.- In case you did that, how would you expand? How 
would you finance expansion when it became desirable to 
increase your plant? Ae We would have to expand on borrow- 
ed money e 

Q. What sources of borrowed money are available to you? 
What have you used in the past? A. We have borrowed from 
the bank in the past. 

Qe On the promise of the association alone? Ae No, 
on the notes of the board of directors -- joint note. 

Qe That-is, the board. of Faas have taken personal 
liability; they have guaranteed the amount of the note? 
A. Yes. 
Qe Would that be a satisfactory method, do you think, 
from the point -of view of the board of directors? 
Ae It never seemed satisfactory to me, 
BY MR. NADEAU: 

Qe Do you pay any interest on your shares? Ae We 
did, I think, for one year only; our business -- well, I 
am not asked to go into details of the business at the 
moment, I suppose, but we needed machinery, we needed more 
expansion, and we have paid for only one year, 

Q» You have paid for only one year? A. Yes, 

Q.When was that? Ae It would be 1940; that is my 
recollection. 

Qe How many local branches have you in this province? 
A, In the province of Quebec I believe we have twenty-one; 
in the province of Ontario six -- I am speaking from memory; 
right in that neighbourhood, 

Q. Are those local brangghes dealing in milk only? 
A. Yes, they are groups, loosely organized groups of our 


members, so as to make them available for communication, 
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for propaganda ~~ communication. We have various reasons 
for bringing speakers to speak to milk producers about their 

business, about the health of their cattle, methods of pro- 
ducing milk, and so on, and so on, and that is why we 
organize local branches, because they never will all come 
into a big meeting in the city. 

Qe Is each of your members credited in your books with 
the amount of money which might be returned to him later? 

Ae NO, because there isn't any definite amount that might be- 
~ you mean for interest on his shares? 

(eno OnLy Lor Invercst. out Of “your Sur pigs. 

#. No, because the surplus is created for a purpose. 
Naturally we do not just have surpluses to have them. 

We are occupying at the present time a rented building. 

Our business greatly. overflows this building. We are on 

a crowded street. We have been objected to by the health 
department in Montreal, and sometimes the road .department 
too, because we have trucks standing too long without being 
unloaded. We are in a cramped corner. We have just been 
doing the best we could with what we have at hand at the 
moment, until conditions get normal again so that we can 
move from where we are to where we can do business in a 
proper way. 

Qe Then who has a claim to your assets and reserves? 

Ao Our mwhembers. 

Qs Associate members and sharcholders? Ae I would say 
that our associate members have just as much interest in 
them as anybody. They .can become, without refusal, share+ 
holder members any time they wish. They are bona fide milk 
shippers, and any bona fide milk shipper to this market may 


become a shareholder member on application. 
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Q@. But as long as he does not become a shareholder 
he is not entitled to any claim in the assets or the 
reserves of your association? A. As long as he is not 
a Shareholder member he is not entitled to claims as such. 

Q. Then shall we conclude that shareholders only have 
control over those reserves -=- the disposition of them? 

Ae I think so, and after that we conclude that the board 
of directors have control over the reserves -- even that 
far down. 

BY MR. ARNASON: 

Qs With further reference to that line of reasoning, 
in view of the experience of the association during the 
past number of years, and particularly in view of your 
experience with associate members as compared with regular 
members, would you see any objection to adopting a policy 
whereby the share capital outstanding would be retired 
and all the members of the-association would be put on the 
same basis, given the same privileges with respect to 
voting, the interest of all members in the association 
being measured by their patronage over the past number of 
years? Deryou see any objection to that? 

fie I would not see any objection; as a matter of fact 
if there was a vehicle through which that could be done 
i would consider it ideal. 

Qe Doesntt your legislation permit that? You have 
power to re-purchase the shares? A. I think the legis- 
ogo, it biwmderstand it correctly, calls Tor the 
necessity of the possession of shares; it calls for the 
necessity of a certain number of shareholder members --= 
that is under this particular act. 


Qs» Well, the point of my question was whether there 
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was any redl reason for continuing this difference between 
the two classes of member ship , in view of the successful 
experience of your aksouiatien| Aa I Wish we could find 
some vehicle by which we could bring that sort of thing 
abouts The difference between shareholder and associate 
membets has always worried me more or less. I do not like 
it at all. But after a number of years, and since the 
inception of the association, all these men are invited to 
become shareholder members at ten dollars, and they don't 
come forward and pay the ten dollars to be a shareholder 
member -- I dontt know why they dontt; inertia, probably, 
or probably they need the ten dollars that particular day. 
If we took a dollar a year or a dollar a month from them 
we might -- but it is too big a jOb to canvass all these 
four thousand poeple and get them to be shareholder members. 
We would have to do it quite a number of times before we 
Zot; them-alle «That.is:,one reason it has, not been), done. We 
used to depend upon that for our working capital, but we 
found we couldn't, so we have had to build up reserves, 
business reservese We have put all that capital in it, 
and that is all it is, and there it is; as far es these 
shareholder members are concerned every ten dollars apiece 
is there for them. But they have no benefitsfrom the associa- 
tion that the associate members do not get, apart from the 
doubtful privilege of assuming the responsibility of getting 
out to an annual meeting and eleoting the board of direoctors—- 
I said, doubtful privilege. 
BY MR. VAUGHAN: 

Q. "It has been well said that the basis of cooperation 

is the common good.” Would you explain what is meant by 


that? A. Well, T.could attempt to explain it. sim, as 
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practised by our association as a cooperative. The only 
reason for it existing was to allow the individual producer 
some shance of having at’ Least a voice in the fixing of 
the prise of his product. After several years of operation 
we @id arrive at that place where the individual member 
could, through his elected representatives, make a bargain 
for the prise or his product. Until the organization or 
this cooperative, a bargaining cooperative, there was no 
pretence -- yes there was up until ten years; until 1900 
there was no pretence but after 1900 there was a pretence, 
which was never better than pretence -- a group of producers 
arrived in the city once a year, decided what they should 
have for their milk; they went home hoping and their hopes 
were never realized. After the operation of this cooperative 
--T mean to say after becoming a person, shall we say -- a 
legal entity -- and being able to hire people and pay them 
salarics and decide what we should do in an organized way 
we did succeed in coming to the point where we could meet 
the buyers of our product and make a price with them; and 
finally we came to the place where we could even enforoe 
that price.e 

Q. Now you are referring to the producers ? Ae Yosy 

Q. Would the common good go farther than that and 
include the consumer? Ae Well, sir, I agree with you; 
— think you Will find in the’ objects of this assegiation, 
one of them at the inception of it was that we should do 
all we could to teach the producer to produce the highest 
quality of product possible, and we have followed that 
consistently. One of the earliest duties that we had to 
perform was to sit in with a joint committee on the pre- 
paration of the milk by-law for the city of Montreal. 


Our present milk by-law was the product of several years! 
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work, in which our association rendered useful service. 

Q@. What I had in mind was the consumer. Does it not 
appear that your price fixing has caused the price of milk 
to go up to the consumer? If it has improved the price to 


the producer it must have daused an increase to the consumer 


‘to that extent, Al} That is bound to beso to some extent, 


but not universally, As a matter of fact the consumer to~day 
is getting cheaper milk on this market than they did quite 

a number of years before. On account of the government bonus 
to thé consumer, which is placed there I believe partly 
because of the organized marketing of the producers with 

the cooperation of the government which actually establish- 
ed boards and enforced the agreed prices. 

Q. The brief says that in selling milk to wholesalers 
you have to make the priae less in order to compete with 
milk coming from outside the province; isn't that right? 
ie Viger sorry. oars lL didnt t: hear’. 

Q. The brief says that in selling milk to wholesalers 
you have to make the price less than $2.50% in order to 
meet the competition of the milk coming from outside the 
province. Ae The Dairy Commission permitted the selling 
of milk in its whole form, in its natural form, by us to 
those people because of the fact that they were prepared 
to either use something else or go outside of the city. 

This milk that we are selling as such is really factory 

milk; it is milk that is not required for whole milk on this 
market. Naturally you cannot guarantee the last quart of 
whole milk necessary without having at the same time along- 
side of it a surplus -- I mean, a margin of safety. Now, 
eit that. goes so our plant is that margin of safety, and that 


under other conditions would properly be kept outside the 
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city altogether and manufactured probably into the same 
commodities that we manufacture it into, wherever it is found, 
out in the country. | 
Q. Well, taking Anbsd two points together, doesn’t it 
intrease the price you pay to the producer at the expense 
of the consumer? A. It is a vexed question, In fact 
hoe Peer OTIx Ou" ig ie agus of that question, is that milk 
Will Only Dei produssdsin sufficient ‘quantity and ‘of surfri— 
ciently high quality for use as whole milk in a city like 
this if there is a reasonable price paid for it. When the 
Davee ie) BUoreaconanie 4eltherm the  quaentiby Oretne (quality 
assure TOssurrers| "The public does not expecs tevgeurnien 
class goods without paying a real price -~ I mean to say 
the right price -- the bargaining I have referred to arrived 
at the right price. As a matter of justice we do not 
pretend to protect the consumer at the expense of the man 
that produces‘his quota of that first class milk at the right 
price. 

Pee enosuee “in Pete by-Laws there is.a clause which refers 
bo 4 (fair voricevcommittes to be composed of \eertain ‘Tre- 
presentatives one of which is the consumer.. Is that in 
effect now? Ae That was a hope. I do not think that 
is a byelaw, -- that is one of the ohjects, isn*t it? 

That was really a hope. It was never realized. 
Qe Lb (sayss "The general policy of this Association 
regarding matters herein referred to shall be as follows: 
"(ea) The formation of a fair price Committee 
composed of representatives from the 
following: bodies: 
The Producers, 
The Consumers, 
The City Food Authorities, 
The Dealers.®" 


That was never put into effect? Ay Well, Until the 


establishment of the Dairy Commission. Of course the 
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Dairy Commission has always represented the general public, 
who would be the consumers. 

Q. The consumer has no say at all now about price? 

A. Through the Dairy Commissionj through his government who 
appointed the Dairy Commission he would have full say as 
to what the price should be. 

BY MR. ELLIOTT: 

Q. Is the price set by the Dairy Commission a maximum 
or a minimum price? A. The price set by the Dairy 
Commission is a minimum price, yes. Because of differences 
in quality there may be super quality milk which it is 
hard to regulate the price on; but what we call standard 
market milk, the price of that is set by the Dairy Commission. 

Q. Would you say that that minimum price is set to 
benefit the consumer? As Yes) andvl think! rightly vsos 
because the consumer buying that is assured of a sufficient 
quantity of sufbiciéntly high-quality milk. 

Q. You think that a maximum price would be quite 
unnecessary? -- I am not speaking now of war-time conditions. 
Ae In our pre-war experience there has never been any demand 
for a maximum price from the commission. 

BY MR. VAUGHAN: 

O. Is it really a minimum price? Ay Loreal yas; 
it is called minimum by the Dairy Commission themselves. 

On To tee tne Om by pride? Ay TECLS etre on ly lpr eos 

BY MR. PARKER: 

Q. About these reserves again. In your statement the 
expenditure on your plant and equipment has been written 
off, but you still see fit to set aside to general reserve 
#18,800. Why was that necessary* What, is it for? 

Why wasntt Bhat: distributed? The company seems to be in 


pretty good shape without that. This is at the bottom of 
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the figures on the printed statement: "Depreciation on 
machinery, equipment, et cetera, $847; write-off balance 


of cost of boiler conversion" -- wasn't that all written 


off before? A. Noe 
Qe That finishes it, anyway --"write-off balance?" 
Ae YGSe 


Q> General reserve, $18,800; what is that for? 

Ae I think I have indicated without troubling you with 
the details of our plans theposition that we are in. I do 
not know whether you have been to our plant; I would invite 
you to go there, and you will realize at once that we are 
in a very cramped corner; we are in an unsatisfactory 
location from many points of view. We have been there 
ten years, and our lease is up in three years from noW. 

We were hoping the war might then be over -- and you cannot 
rent a satisfactory building; we have found that out; we 
have tried. You have to rebuild a building for a dairy 
building anyway, if you do rent, and candidly we have in 
mind the necessity of expanding the plant, buying land and 
building a building and putting in machinery. The average 
life of dairy machinery unfortunately is about eet 
The depreciation is quite Seale on that class of machinery, 
and we have not sufficient capacity at the present time 
$o.cover, the Sencnae of our members e We have at the peak 
periods during the last three years received more milk 

to manufacture during certain limited periods of the year 
than we could handle in that plant. The answer is that 

it is only business and forethought to provide for the 
establishment of a ne plant; and in three years more we 


will need new machinery; the machinery we will have will 


be worn Outs 
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Q. Ta sum it up, then, you are setting aside this re- 
serve with the idea of using it to make expansions and 
improvements to your plant so that you can oarry on a bigger 
and better business; is that a fair way to put it? 

A. Out of neoéssity -- I would like to stress that point; 
it is necessary that we do something. 

Q. its it any more necessary for you than for a private 
company at the present time, under war restrictions, having 
regard to their position with respect to the payment of 
income tax? A. We have four thousand people demanding 
that they be given certain service, and we are trying to 
do it. 

Q. Out of four thousand only fourteen hundred of them 
have put up capital; if the other three thousand put up 
ten dollars you would have a certain amount of money for 
expansion. 

BY MR. LONG: 

Q. There has been a lot said about your surplus milk 
and your processing plant. What percentage of the total 
milk sent in to Montfeal by your members goes to the surplus 
milk plant? A. I had occasion over a perioc of three 
years to make a curve, a surplus, curve ror this market, 
and I found that an average of less than five per cent 
comes in as surplus -- that is over the whole picture, 
an average of less than five per cent in those three yearse 

Q. Just one other point. This average Of iA Vvor per 
cent that goes there -- what is done with Lt Asethers 
is a fairly large quantity of it turned into cream; that is, 
st is skimmed and the cream is sold as sweet. cream on this 
market -- sold to the dealers who retail it. 

Q. To the same people who buy the other ninety-five 


per cent? A, Exactly» 
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Q- And do you make the multiplicity of products suggested 
by counsel? A. We_are limited to supplying a couple of 
manufacturers with a comparatively small amount of milk in 
its natural form. We skim and we sell sweet soream to this 
market, and what we haventt a demand for sweet oream for we 
make into butter, Naturally we have skim milk and we make 
milk powder to our capacity where we are going at full blast-+ 
I mean to say, where the surplus is at its peak, this surplus 
is like Mount Vesuvius before it blew up; there is a very 
Shery peek,at the cud) of June, the third. week in June, and 
at that time our powder plant is not of sufficient capacity, 
the one we have right now, to handle that skim milk. We 
are still putting in vats for wet casein -- these are pro- 
ducts that apparently are needed at the present time. 

We have stretched our capacity to the absolute limit trying 
to take care of that skim milk. 

Qe You mentioned in reply to a question put to you that 
the dealers are supposed to give you forty-eight hours’ 
nmoviee. » ts that by a ruling of the Dairy Commission -~ I 
refer to schedule (b) of your submission? As YeSs 

Q. Is that forty-eight hours! notice scrupulously abided 
by? A, No; regrettfully I say that. I do not wish to 
make a point here -- 

GeeNos Mrveminotverititizing ==~Llam)leading vo something 
else. When this forty-eight hours' notice is not sorupu- 
lously observed by the dealer, and one of your members 
comes to town, we will say, with a hundred gallons of milk 
pdasthesdenien takesaonly fifty pcinethe! absense aretha 
surplus milk plant of the association what would become 
of that extra fifty gallons’? A. It would have to be 


returned home. It would have to be returned back home. 
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Q. Or poured down the drain? Le ied cee Wall ioe 
would be wasted in many cases. It would be hog feed when 
it got back home. 

BY MR. NADEAU: 

Q. Our auditor would like to have financial statements 
from LYS, AL possible. Could these be furnished to the 
Commission? Del enon S06 

MR.e LONG: I am sure we have them on record. 

MR. PARKER: dust have them sent to the Registrar of 
the Commission, will you? 

THE CHAIRMAN: You will file them with the Commission. 

MRe LONG: I will file the back statements, my lord. 

I want to say one word in conclusion. I think your lordship 
asked a question about the redemption of this stock. With 
regard to the disposal or transfer of our stock we are 
entirely controlled by the Act, and so far as I can see, 
subject to correction, we have no right to redeem it-- 
no right whatsoever to redemption. 

| MR. PARKER: Just like an ordinary company in that 


respect. 


THE CHATRMAN‘ What case do you propose to take now, 
Mre Parker? 

MR. PARKER? We will take the Independent Dairies 
now while we are at it. 

WR. VERSCHELDEN: Mr. Chairman, I am acting for the 
Farm Mutual Insurance Companies. I know that there is a 
date fixed in Ottawa for the hearing of such companies, 
and I want to declare on behalf of my clients that they 
do not object to the postponement of their case to that 


date, which is the 16th of April. 
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THE CHAIRMAN: That is, you will join the other mutual 
insurance companies in Ottawa. 


MR. VERSCHELDEN: Yes. 
Quebec Milk Distributors Association Inc. 


HARRISON G. HAYES 


Chartered Accountant, being duly 
Sworn, (westigied as Poulows 3.0) 


BY MR. PARKER: 

G. Wheat ds your profession, Mrs Hayes? Ae, Tanya 
chartered accountant. 

Cy Leiovoueprepere bhis bret? Ase I assisted in the 
preparation of it. | 

GO. GWhoydtd the other part? A. The secretary, 
whose name you see at the bottom, It is the wish of the 
Association that I be examined on the matters specifically 
referred to in here and that I attempt to deal with those 
questions ‘arising out ofthis ‘so far as I may be able; but 
as regards the operations of the Association that Mr. Poupart 
should be brought to the stand, if you will consent to that 
procedures 

O, (ine Provimes, of Quebeo Milk Distributors Associa- 
tion Inc,."-- that is an incorporated hegocierions isntt it? 
As I would prefer that the Secretary deal with that. 

You might like him to cone on’ Tirst. 

Oe. UEP ivyousdo motcknows, dfcyou knows jbellemoyyna.) tL 
would prefer to have him deal with everything dealing with 
the organization. | 

Qe Don't you know anything about it? fs Not a greet 
deal about the organization. 

Q. Can you tell me whether it is an incorporated body 


or not, this Association on behalf of which you appear? 
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Sata ae Mr. Hayes 


Ae Yese 

Qe Now will you tell me, was this brief after it was 
prepared’ -= by you and the secretary, did you say? Ae YESs 

Q. Was it submitted to the Association members for appro-- 
val to see if it complied with their wishes? Ae Not that 
I know of, It was submitted to some of the members of the 
Association e 

Qe Do you know how many? A. No} I cannot tell you that. 

Qo Do you know approximately how many members there are 
in the Association? Are they all listed here? A. Those are 
the independent ones. There are two or three I am told who 
operate under the name cf cooperatives who are not listed 
here» 

Qe You make a careful distinction between those that 
"operate under the name of cooperatives" as distinct from 
cooperatives? Are they cooperatives? Ae i don't, Know, 

Qs How is it they are not joining with the restor the 
members. of the Association? A. That is a question the 
seoretary will have to answer. : 

Qe Don't you know? As NOs 

Q, Except that you know there are three or four who did 
not? igen Ren GOL. 

QO, Apart from that, all the rest, of the members have 
Signed ~- their names are appended to this brief? <A. Signed? 
“No, site | 

Qo Thoir names are appended? MOMS Arc ieman boner eainsd ath na 

Q@,» Who appended them? A. The Secretary. 

Qe Do you know how this was submitted to the different 
members for approval? Ae No. 

Qe You do not know the details at all? Ae NOvw 


Qo Perhaps you will read it, then. 
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THE WITNESS: The brief is as follows: 

"This submission is being made by the Province of Quebeo 
Milk Distributors Association Ince on behalf of the indepen- 
dent dairy companies, shown on the attached list, carry- 
ing on operations throughout the province. 

"Cooperatives have been operating in the province 
of Quebec for a number of yearse More recently they have 
entered the dairy field and are now competing with the 
independent milk distributing companies. Although the 
members of this Association do not feel that they can add 
a great deal to the evidence and information already submitted 
to the Commission, having in mind the rapid growth of co- 
operatives in the west and their present dominant position 
in milk distribution services in certain of the western 
areas, the independent dairy operators of this province 
felt that the views of the companies handling a large pro- 
portion of the fluid milk distribution in the province would 
be of interest. 

"We have read with interest briefs submitted on behalf 
of independent dairy companies in British Columbia, 
Alberta and Saskatchewan. These submissions offer striking 
evidence of the rapid growth and expansion of cooperative 
dairies in Western Canada. We believe that cooperatives 
have been able to expand their operations largely due to 
tax exemptions, particularly in recent years, which enabled 
them to keep all their profits or surpluses, whereas tax- 
paying organizations were required to pay a minimum of forty 
per cent of their profits to the Federal Treasury. Further- 
more, other companies are subject to regulations and 
restrictions of the Tax Department in respect of plant 


write-offs and depreciation in determining their profits 
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and their tax liability, whereas no such control is exer- 
cised over cooperatives exempted under the Income War Tax 
Act. Ehus the inceredse in surpluses or unappropriated reser- 
ves shown in statements of exempted cooperative does not give 
the complete story of the subsidy accorded them through 

tax exemption. 

"This Association does not believe that any useful 
purpose would be served by repeating all the legal and econ- 
omic arguments set forth so well in the submissions on 
behalf of indepencent dairies in western Canada abuve referred 
toe It believes that many cooperatives which it was never 
intended should have the benefit of any tax exemption are 
claiming and obtaining such exemption at the present time. 

It has been stated that the test of a true cooperative quali- 
fied for exemption under the act is as follows: 


Vid, Lb Mast: bela cooperabive of -primary 
producers. Producers of manufactured goods 
On articles are excluded. For example, 'a 
cooperative organized to buy poultry or eggs 
from producers and then killing and dressings 
poultry or grading the eggs for marketing 
would not qualify. 


N12. .The proceeds from the sale of the 
products of its members must be paid back 
to such members on a basis of quantity and 
quality (less expenses and reserves). 

In other words, it must only act as the 
agent for the member, and must distribute 
earnings on a patronage basis. 


"!%, Where supplies are purchased for the use 
os members they must be turned over to the 
members; at cost (plus expenses and reserves). 
There must be no.profit arise from such 
transactions. 


"t4, The gross business done with nme 
members must not be in excess of twenty 
per cent of the total business of the 
cooperative... 


If the association fails to meet any 
one of these requirements, the Income Tax 
Department will rule that it fails to 
qualify for the exemption.! 
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"It is submitted that a strict application of the 
foregoing definition would eliminate many organizations from 
the tax exempt field which they now occupye Notwithstand- 
ing this, it is the view of this Association that the 
application of this definition and the removal from the tar 
exempt bracket of those cooperatives would not entirely 
correct the inequality which now exists unless all profits 
or surpluses are distributed each year to members, Where any 
part of a surplus om profit is retained, then it is sub- 
mitted that such profits or surpluses represent taxable 
income. A true cooperative, which returned all exeess earn- 
ings to members would not attract income tax. 

"Under existing circumstances, taxpayers are subjeot 
to strict regulations in determining taxable income. Not 
only is the profit or surplus of certain cooperatives exempt 
under the Act, but there are no restrictions or regulations 
governing charges on the income of such cooperatives before 
the determination of their surplus. 

"In 1919 a Royal Commission on Income Tax was appointed 
to consider the British income tax. The Commissioners, ina 
majority report, made the following recommendations - 

"tWe recommend, in effect, that a 

society should be treated exactly as a 

limited liability company trading in 

Similar oircumstances and under similar 

conditions and if our. proposals are acted 

upon, it will be nescessary to amend the 

existing law in’so Tar as it confers 

special exemption on cooperative socie- 

tiés.' 
No change was made ih the British law in connection with the 
taxation of cooperatives following the report of the 1919 
Commission. In 1932 a Committee of the House of Commons 
was appointed to inquire into the position of the co- 


operatives with respect to the income taxe One section 


of the report of this Committee reads as follows: 
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"tWe are unable to see any reasonable 

ground for holding that the undistributed 

Surplus derived from the trading of a 

society with its members should be exempt 

from income tax by reference to the nature 

of the source from which it arises. We 

agree with the view of the Royal Commission 

of the Income Tax in paragraph 556 of their 

report that a true trading profit does 

result from the trading of the societies both 

with members and non=-members.* 
We submit that the conclusions reached by the Royal Commig- 

sion appointed in England in 1919 and the Committee of the 

House of Commons in 1932 have stood the test of time and 
are the opinions which are now held by the business community 
at large, 

"The rapid growth and expansion of cooperatives which 
has occurred in the west, particularly in the dairy field, 
has resulted in the disappearance of independent taxpaying 
dairies formerly handling this business. Unless some equali~ 
zation of the competitive position takes place which would 
arrest the accumulation of tax free surpluses, this process 
may well be repeated in the province of Quebec. As an 
example of how rapidly tax free surplus can accumulate an 
examination of the financial statements from 1939 to 1944 
inclusive of a cooperative dairy association operating in the 
Montreal area reveals the following: 

"In the years between 1940 and 1944 when corporate 
taxpayers were paying taxes at minimum rates of forty 
per cent and, in many cases much higher 1ates, this co- 
operative credited to surplus and general and contingency 
reserves amounts aggregating $76,670. Equivalent earnings 
of other organizations would have borne a minimum tax of 
forty “per cent or $30,660. Furthermore, the exemption from 


taxation which this cooperative enjoys enables it to set 


aside such provision for depreciation or the write off of 
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capital assets as it wishes to do without regard for the 
regulations and restrictions which operate in determining 
taxable income of taxpayers. 

"This cooperative had an issued capital stock in 
1939 of $15,315. By 1944 it had increased by only some 
$605. During the same period the excess of current assets 
over current liabilities had increased from some $15,600, at 
the beginning of the period to $112,800 by the end of 1944, 

"The buildings, plant and equipment of this cooperative 
organization have been completely written off and an 
examination of their statements would indicate that expendi- 
tures on capital assets are! being written off as they are 
purchased. | 

"During the five years referred to, namely, 1959 to 

1944, there have been no charges against the surplus (except 
a distribution to shareholders of $888.60)or contingency 
reserve account and it would not appear as if there had 
been any substantial charges against the general reserve. 
Thus the organization has been increasing these reserves 
and surplus accounts each year and has not been returning 
to members surplus earnings. | 

"Tt is submitted that as the excess earnings are not 
returned to members on the basis of their deliveries of 
milk, they represent taxable income in the hands of the 
cooperative and that, in determining the amount of the 
cooperative's taxable income, the same income tax rules 
and regulations should ne applied in computing those 
earnings as are now Bon ieee. 66 taxpaying companies. 

"The growth of cooperatives tn western Canada coupled 
with the rapid accumulation of funds which can be achieved 
by tax exempt cooperatives as compared to other competing 


taxpayer organizations under existing tax laws offers 
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convincing proof to our members that, unless independent. 
dairy operators are placed on the same tax basis as coe 
operatives, the independent operators will be driven from 
the business. Taxpaying enterprise cannot compete with 
tax exempt enterprise, 

"This association does not oppose the principle of 
cooperation or cooperative trading but submits that 
individuals who join together to obtain a benefit through 
cooperative or mutual action do so for their own good and 
should be subjected to the same regulations and tax liability. 
as any other group of persons engaged in a similar business, 

"In conclusion, our association submits - 


NLC) inet actrading prorit: dees result 
from the transactions of cooperatives; 


(a) that the ‘profit or surplus of co- 
operatives should be taxed under the 
provisions of the Income War Tax Act and 
The Exoess Profits Tax Act on the same 
basis as are the profits of other persons 
Operating in the same line of business.’ 


Respectfully submitted, 
Province of Quebec Milk Distributors Association 


INC e, 


pecretary, 


"List of the Independent Dairy Companies 
on Whose Behalf the Attached Submission 
is being made by the Province of Quebec 
Milk Distributors Association Ince 


"Laiterie Chicoutimi Chicoutimi 
Laiterie de Dolbeau Dolbeau 
Cremerie de Drummondville Drummondville 
Laiterie de Granby Granby 
Laiterie de Levis Levis 


Laiterie St. Alexandre Limitee Montreal 
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Elmhurst Dairy Limited Montreal 

J. IJ. Joubert Limitee aah 
Laiterie des Producteurs Inc, i 

Borden Company Limited "t 

Ernest Cousins Limited : 

Mount Royal Dairies Limited rt 
Laiterie Ideale Limitee " 

Laurel Dairy Products Limited " 
Guaranteed Pure Milk Company Ltd. “ 

L. Hope Dairy Limited uv 

Pointe Claire Farm Limited . 
Laiterie Perfection Limitee i 
Laiterie W. Noel " 
Laiterie Rosemont is 

A. Poupart & Compagnie Limitee Mi 
Laiterie Ae St. Aubin um 
Laiterie A.O. Jasmin Enrg. " 
Laiterie Laval Enreg. Quebec 
AieerRe de Quebec | " 
Laiterie Frontenac Limitee " 
Laiterie Brookside Inc. Y 
Laiterie Murphy ” 
Noranda Dairy Noranda 
Laiterie Lapointe Enrg. Rouyn 
Laiterie Shawinigan Shawinigan 
Sherbrooke Pure Milk Company Ltd. Sherbrooke 
Laiterie Ie anvoLS St.Bustache 
Laiterie Maskoutaine Enrg. St. Hyac inthe 
Laiterie Granger Freres Ste Jean 
Cremerie de St. Jerome St. Jerome 


Cremerie des Trois-Riviteres Trois Rivieres 
& Regal Limitee 


Laiterie Jeromienne St. Jerome," 
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BY MR. PARKER: 

Q. I take it that the Association to which you refer on 
page 5 is the Association whose affairs were examined into 
just a while ago in this court room? Ay That is correct. 

Qe And you had before you in making the analysis that 
you have made here their financial statements? sereryt dias 

Qe Over how long a period? A. The period referred to 
here. 

Qe. 1939 to 1944°? Ae. Yess 

Qe And this sets forth the situation as you analysed it, 
Now, there are just one or two statements I would like 
to verify, Mr. Hayes, if you please. On page 1: “Although 
the members of this Association do not feel that they can 
add a great deal to the evidence and information already 
submitted to the Commission, having in mind the rapid growth 
of cooperatives in the west and their present dominant 
position «.." -~ where did you get the information that their 
position is so dominant in the west as you have stated here? 
Ae Largely from the briefs submitted to this Commission. 

Qs How many of your members read those briefs? 

As (LL cannot tell you. 

Qe Have you any knowledge that any of them did? 
Ae Some of them did. 

Qe And you. read them? Ae Yes. 

Q. And the seoretary, who assisted you? Ae YOSs 

Q. Are you suggesting, as you do at the bottom of: the 
page, that the “cooperatives have been able to expand their 
operations largely due to tax exemptions, particularly 
in reoent years"? Ae That is the opinion of the members. 

Q. Could you express an opinion as to what that is 


based on? As 1 think it is based on the: fact that while 
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corporations engaged in a similar line of busimess were 
having to pay out a minimum of forty per cent in taxes, 
and then presumably pay something So shareholders or 
accumulate ordinary and necessary reserves, these amounts 
were not paid by cooperatives but were available for ex- 
pansion of piant,j equipment and other business assets to 
embark on larger operations. 

ive Dua Jena Ayub rue. the tute independent dairies have 
expanded during the last three or four years both in 
business and plant equipment, notwithstanding the taxation? 
Ae I think there has been expansion in all lines of busiress,. 

Qe [I am talking about the independent companies. 
ie, do think that is, true. 

Qe That wasn't due to tax exemption, was it? A. Cert- 
ainly not. 

Qe Yet they have expanded, A. They have not expanded 
as rapidly as the cooperatives; that is the contention. 
Qe It has been suggested to this Commission, and I think 
it is a fair thing to put to you, Since you have made a 
study of this, that the Heed ten reserves that have been 
taken by the independent -- I wontt say dairies but inde- 
pendent companies in various lines, have been pretty gener-= 
ous, in view of the war conditions, and bearing in mind this 
whole question of taxation; and that if a real scrutiny of 
their accounts were made and a proper valuatiom put on their 
plant and equipment we would find they were not so badly 
off as they would have us believe. A. Golug back to your 
previous question as to expansion of the private dairies, 
I haven't any first-hand knowledge, but based on everything 
one can find about the west there has not been an expansion 


of the private dairy industry in western Canada. 
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Q» We had passed that question, and I was putting 
another one to yous. Ae I would just like to make that con- 
ments 

Qs All right; now go on with the other question. 

Pe iT Bhi sorry; would you mind repeating it? 

Qe I would rather the reporter would read it for you, 
and I will put it in exactly the same words, 

(The question beginning with the words "It has 

been suggested to this Commission" was read 

by the reporter). 

ore vats: nov very well phrased, but that is the question. 
Ae I do not think there is a suggestion, certainly on the 
part of members of this Association, that they would have 
you believe that they are badly off in the east or in the 
province of Quebec. But they have watched with a good deal 
of apprehension what has taken place in western Canada and 
feel that it will follow here. 

Qe Then at the middle of page 2: "It" -- referring to 
your Association -—- "believes that many cooperatives which 
it was never intended should have the benefit of any tax 
exemption are claiming and obtaining such exemption at the 
present time." What do you mean by that? What type of 
institution is referred to there? A. Well, that has 
reference to cooperatives which are indulging in manu- 
facturing operations and other operations of that character. 
This is perhaps a general statement which doesntt add very 
muoh to At, but it is the view of this Association that 
strict interpretation and application of the existing 
income tax regulations in accordance with what we believe 
was their original intent would have prevented 4t least in 
part the situation which now exists. 

Q. I take it you are referring to section 4(p)? 


Ae Yes; that is right. 
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Qe Which exempts only certain specific cooperatives? 
Ae Yese 

Q» And that your Association believes that certain 
cooperatives have been claiming and, aS you say, obtaining 
exemption that do not properly come within the true con- 
struction of the section; is that Tighe? Ae Yese 

Q. Could you give us what your Associatim says is the 
limit to those types, or have they any opinion on that -- 
what comes within the limits of 4(p)? A.Well, it is a 
very difficult question to answer, as I imagine you have 
had everyone tell you. from the start: TI have my owWa ideas, 
and I do not know that they are the Association's ideas, 

I do not think I would care toexpress them as such here, 

Qe isn't the Association expressing its opinion through 
you “iore. "ren err im tnis* brief? A, bo far as tne etetes 
ments in the brief are concerned, yes. 

Q- They are your statements and not the Association's? 
Ae I didnt say that. 

Ome me read "Lotro wou agains “TU Ss whieh FT Uere 14 
refers to the Association -- "it believes that many co- 
operatives which it was never intended should have the bene- 
fit of any tax exemption are claiming and obtaining such 
exemption at the present time." If it believes that, it 
seems to me it must have Biden its attention to the meaning 
of this section, A. Generally speaking 1 would suggest that 
in a broad way the Association has reference to or believes 
that organizations or Associations of primary producers. 
which act on more or less of an agency basis or which at 
least return all of the full sale price’ of the product 
to the members would qualify -- and which do not proceed 
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Q. Now are you expressing the considered opinion of all 
these companies whose names are appended here, or are you 
really giving the Commission the benefit of your own opinion? 
A. Probably my own opinion. 

Qs We don't want any probabilities; we want to know 
which it iS. A. It is not the opinion of all those submitted 
here, because I haven't had an opportunity of discussing it 
with them. 

Qe Then you are putting it forward as your own opinion-- 
and I am not saying it is not a very valuable opinion; do not 
misunderstand mes As All right, sir. 

Qe) Then in the next lines. "Tt has been stated that 
the test of a true cooperative qualified for exemption under 
the act is as follows," It has been stated by whom? Who 
stated it in these words? Ase I believe that was stated by 
Mr. Stikeman of the Ingome Tax department. 

Qe When you make quotations we would like to know whom 
you are eee an that we can judge of their calibre . 

Ae tr believe it was Mre Stikeman. I will have to verify 
thate 

Qe You are not sure at the moment? That goes for the 
whole of that quotation? Ae YOS~e 

Qe Now, right in the middle of the next paragraph, 
having referred to that authority. "Notwithstanding this, 
it is the view of this Association that the application of 
this definition and the removal from the tax exempt bracket 
of those cooperatives would not entirely correct the 
jnequality which now exists unless all profits or surpluses 
are distributed each year to members." - Now what I want to 
bring to your attention there is this, and it is tied in 
with your recommendations. What part of the so-called 


cooperatives! funds are you suggesting should be taxed, or 
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is this Association suggesting ought to be taxed? You say 
all its profits or surpluses should be taxed unless they are 
all distributed each year. What funds are you talking about 
there? Obviously it is not gross income. 

Her’ NO; 0b at ail. 

Qe So it is that less something, and I want to find out 
what it is you are suggesting ought to be taxed, You tell 
use Ae Well, I think in the case of these cooperatives 
we are speaking of -- 

Q» Let us take the ordinary producer cooperative first, 
so that we will know what we are talking about. 

Ae That is what our members are particularly concerned 
with, -- that it would arrive at taxable income by deducting 
from the sale price the necessary expense of doing business, 
ordinary reserves allowed to any similar organization at 
Similar rates -- I am speaking of the reserves allowed 
under the Income Tax Act now, such as depreciation reserves 
and reserves for accounts receivable -- and patronage 
dividends paid on the basis’ of quantity and quality of product; 
and the balance remaining would be subject to tax -- that is 
putting it into three or four main categories. 

Qe Then perhaps I can state it in my own words to see 
if I understood it: ordinary costs or expenses; certainly 
that is exempt? Ae oe 

Qo Two, Hae 2 dividends paid back would be exempt? 
he in tie Case Of this particular type, yes. 

Qe. And ordinary reserves arrived at on the same basis 
as in the case of ordinary companies, on the same principle? 
Ae YESe 

Qe Any reserves in excess of these reserves should be 


taxable? A» That is corregt. 
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Q. There is an intermediate seotion which has been 
placed before this Commission, that is a certain portion 
of the gross which is not being paid back to the members 
during the year in which it was earned, but which was entered 
sometimes in a pass book, sometimes represented by partici- 
pating certificate or by merely a oredit in the books of the 
company showing he was entitled to that; what category would 
you put that in -- taxable or exempt? 

A, Well, it is my belief that the views of the members 
with whom I have talked on this, and again on this I am 
expressing.the views of the members with whom I have talked, 
would be that those should be subject to tax. It should 
only be on items which are actually paid out. 

Q. Within the accounting period in which they were earned? 
A. Within the actvounting period or a very short time 
thereafter, in order to provide for a reasonable working 
arrangement. 

Q. That seems to be the position which your Associa-- 
tion takes? A. That is correct, yeSe 

Q. Now, page 4, referring to what took place in England, 
you express this opinion: "We submit that the conclusions 
reached by the Royal Commission appointed in England in 1919 
and the Committee of the House of Commons in 1932 have stood 
the test of time and are the opinions which are now held by 
the business community a% large. What do you mean by "the 
business community at large"? How much territory are you 
taking in there? A. Well, I am taking in the territory at 
Least covered by the representations of private business to 
this Commission, and others that have not yet presented 
their cases, I would say, whether they will do so or not. 

Qe Have you any information as to how this has worked 


out in England on which you base an opinion eg to whether 
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it was a wise or unwise thing to do, and what the effect has 
been on the suocess of cooperatives since the change was made? 
A. No first-hand knowledge, no. 

Qe You have not seen any work or study or analysis 
that would show how that was affecting the cooperatives? 
Ao NO, 

Qe I suggest the next two or three lines are perhaps 
a little strong, a little too much of a prophecy, and perhaps 
you would like to modify them; I do not know: ‘Unless some 
equalization of the sompetitive position takes place which 
would arrest the accumulation of tax free surpluses, this 
process may well be repeated in the province of Quebec.” 

Do you think that is a little strong? Just before that you 
speak of the fact that in the west it has resulted jn "the 
disappearance of independent tax-paying dairies formerly 
handling this business-" I suggest that the whole paragraph 
Vey first, a Little strong, and second, a matter of mere 
prophecy and doesn't help any. 

Ae ape it should have been “disappearance of many inde- 
pendent tax-paying dairies," which I think is the case. 

Q. And have you any knowledge of any that have dis- | 
appeared by reason of certain cooperatives being exempt from 
income tax? Ae Disappeared from the tax field in the 
west? 

Qe Yes, by reason of certain cooperatives being exempt; 
that is the statement you are making. I know some have 
disappeared; we all know that. lL want to know have you 
any knowledge of any that disappeared "by reason." 

As No, I haven't. 
Q. Then it would have been better to put it not quite 


so strongly, don't you think? As This a matter of opinicu. 


gah ‘Beats 
i 


Guet gta 


te ge Fone 
1 hat RED 


ake 


Lan aes 


-SL17~ Mre Hayes 


Q. Is it your opinion it is still none too strong, now 
that I have called your attention to it? A. I would perhaps 
qualify it by saying many. 

Q. If ylu want to put it that way, it is your brief, not 
mine. Then on page 6, the end of the second paragraph: 

‘unless independent dairy operators are placed on the same 
tax basis as cooperatives, the independent operators will 
be driven from the business." That ie your: opinion, is. 107 
A. That is the opinion of several members of this Association. 
Q@. How many of then Alfew of them or all? 
Ae 1 dontt know how many 44 represents the opinion of. 
I haventt talked to them all. 

Q. That is the difficulty; when we get opinions like 
that we like to know how many hold it, whether it is 
some or all, or whether the majority do not have any such 
view at all. A. Perhaps the secretary will be able to 
enlighten you on that. 

Qe Perhaps he cane Then finally the brief says: "In 
conolusion our Association submits that a trading profit 
does result from the transactions of cooperatives." You 
are referring of course to the ordinary producer co- 
operatives? A. We are. 

Qe Doing business on which basis -- on a consignment 
basis, or on the basis of the cooperative which buys and 
sells? Which? A. Which buys and sells, But we qualify 
toa: whe Ge) On 4 consignment basis, or agency pasis if you 
wish to use that term, reserves Or excess PrOTLts Oreo 
plus, call them what you will, are retained in order to 
assist in future operations. 

Q. I notice that a Lot of the names appended are those 


of independent dealers, arentt they; they are not companies 


at all? A, Yese 
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Qe Personally-owned businesses? Ae Yes. 

Q. Why do the personally~owned businesses join this as 
well as the limited companies? I thought this was more or 
less of an argument between the ordinary joint stock companies 
and the soecalled cooperatives. A. I would like you again 
to refer that to the secretary. It was the wish of the 
Association, as I said at the start, that all matters re- 
lating to the set-up of the organization and the way in 
which they operate be dealt with by the secretary, who is 
here. 

Q- Well, I don't want to have too much, if I can get 
along with one. A. He is right here if you want him. 

Qe You have no information as to why the privately= 
owned business would be interested in this question? A. No, 
except I might say this, that I think the privately owned 
operator perhaps feels that he is not able to keep as much 
in the way of reserves as his cooperative competitor. 

I do not know whether that is the reason or not. 

Qe I do not want to stop you, but you make the statement, 
I think perhaps such and such is SO. A. I beg your 
pardon? 

Qs You make the answer, “I think perhaps such and such 
might be so.” That is not very helpful. As All right. 

BY MR. ARNASON: — 

Q. Ll understood you to say, Mre Hayes, that in your 
opinion patronage dividends that were paid out to producers, 
producer members, during or within or shortly after the 
accounting period during which they were earned, would not 
constitute income in the hands of the cooperative, but 
income in the hands of the producer member and would therefore 
be taxable only in the hands of the producer. My under- 


standing of your statement is right to that extent? 
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Ae Yes, qualified by the type of cooperative of which we 
were talking at the time. 

Q. Yes, Now, just following that -- A. Which is in 
the dairy field particularly. 

Qo Just following that, suppose a portion of these divi- 
dends is credited to the members but the distribution of 
them is delayed say for one or two years -~ it is subject 
to delayed action to use a military term perhaps -- does 
that change the nature of the dividend as far as taxation 
is concerned? 

THE CHAIRMAN: That is the revolving door plan we heard 
sO much about in the west. 

THE WITNESS: It may not. change the nature, but it is 
suggested that the members should be entitled to get that 
money within a reasonable period of time. If they want to 
lend it back to the corporation to remain as capital, they 
are at liberty to do so. 

BY MR. ARNASON: 

Q@. I was just coming to that. They could Lend: it back; 
either the funds could be paid out to them with the request 
that the members lend it back to the organization, or they 
fould provide in their by-laws that a portion of the divi- 
dends may be retained over a certain period. But isntt 
the effect pretty much the same? 

Ae The errant may be, bub’ T° doubt that the resus ia. 

Q. In what way? A. I am doubtful that if you pay out 
these dividends you will find any large percentage of thom 
prepared to lend it back, or interest free. The. LS se 
matter of opinion, since you asked the question. 

@s the reason’ for askine you this; questLou == and = 


realize it is just an opinion you are expressing; you are 
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not in a position perhaps to speak for the companies? A. I 
am not, 

Q¢« The reason for asking this question is that evidence 
has been submitted to this Commission to show that a co- 
operative is doing that very thing, and when they request 
the members to lend back a portion of their dividends paid 
out the members invariably comply with such request. Now, I 
was wondering whether in your judgment the nature of the 
fund was changed just by using that device rather than to 
provide for the delayed distribution of the patronage 
dividends by by-laws or by marketing contract. I think 
it changes the effect. 

Q@- Would you care to elaborate on that a littie? 

Ae I dontt think I can add much to what I have said be- 
fore, Bute Ll dovfeel thatiif “it is provided in the by-=Laws 
or some regulations which a member may sign to start with 
and which others have subscribed to before he perhaps 
doesn't give very great consideration to it. But if he 
pAteie dividend in his hands’ and has control of it, or 
cash, he may or may not wish at the time to turn that back 
to the cooperative. 

Qseltcis the effectiofr the method that is used that you ~ 
are concerned with? Ae Yess 

BY MR. ELLIOTT: 

Qe In that same connection, Mr. Hayes, referring to 
the revolving door plan, often there are two sorts of 
payments made to members in the same year with respesot to 
patronage, one payment with respect to the amount of patronage 
during the current year, and a second payment with respect 

to the amount of patronage say five or six years ago, OF 


three or four, in some previous period. Would you consider 
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that the sum of these two payments to members in the 
current year ought to be considered as an expense of doing 
business in the current year, or in some year? 

Ae I do not want to get caught in this revolving door 
that seems to be whirling around pretty rapidly. I am 
not as familiar with it as you are. 

Q. If I have not made myself clear -- ?' Ae Yes, you 
have. I may not be very consistent, but I still think it 
should orlly be the amount applicable to the operations of 
the year under review which should be allowed. 

Q. And amounts paid out proportionately to the patron- 
age in the current year? A. Profits arising out of tran- 
sactions in that year. 

Qe Of course it is hard to isolate income to trans- 
aebuonss- A, [su'tpthat ithe theory? 

BY THE CHATRMAN: 

Q.- What do you say as to the purpose of this revolving 
door policy? Can you express an opinion on that? 

Ae I do not know what the purpose is, but it would certain- 
ly have the effect of retaining in the cooperative capital 
for a period of time,depending on how long it took the 
door to revolve, with which the cooperative could do business 
im the. formect capital, dn deffectj,.onm reserve, (call We 
what you will. 

BY MR. ELLIOTT: 

Q. On page 5 of your brief you state the amount credited 
to surplus and general contingency reserves of a particular 
cooperative, and you go on to say: "Hquivalent earnings 
of other organizations would have borne a minimum tax of 
forty per cent." By “other organizations" I presume you 
mean incorporated companies? A. YeSe 


Q. And not possibly some of the members of the 
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Association? A. That is right. 
BY MR. VAUGHAN: 

Q. When Mr. Parker was questioning you, you stated that 
ordinary reserves should be arrived at on the same basis as 
applied to an ordinary gompany and that any additional re- 
serves should be taxable, and that patronage dividends 
should be allowed to go without taxation. In the final 
paragraph of your brief you say that the profit or surplus 
of cooperatives should be taxed under the provisions of the 
Income War Tax Act and the Excess Profits Tax Act on the 
same basis as are the profits of other persons operating in 
the same line of business. I was just wondering if there 
— was not some inconsistency between the two statements, 

A. The suggestion is, first, that the cooperatives which 
should be all.wed patronage dividends in the first place 
are a very narrow group. Secondly it is submitted - I am 
sorry it wasn't brought out; it should have been stated 
more clearly -- that where private companies are operating 
in competition with these dooperatives they should also be 
allowed to pay patronage dividends and deduct them as an 
expense of businesSe 

Q. I was trying to reconcile these two statements; a‘ 
do not a oekenoe are quite the same. In one case you say 
patronage dividends should’ be allowed to be paid without 
taxation, and in your final clause you say that profits 
and surplus should be taxed the same as in the case of any 
other company. Aw Im the cases of the so-called true 
cooperative, and that means something different from what 
everyone talked about ib; but to the agency type of cooperatil 
I do not know that you can determine the price which the 
vendor is entitled to until it is disposed of; where you have 


an agenoy business he 38 entitled to return on that. 
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Q» How would you apply this number 2? Ase In those 
cases the recommendation is that you permit a return on 
the basis of quantity and quality, but also that such 5 
privilege be extended to private Nomoun os dempeeine with 
those or -- 

Qs That is not stated here, of course. Ae That is the 
intent in the segond paragraph there. 

BY MR. PARKER: 

Q. That is that it is only on the condition that ordinary 
companies be allowed to pay patronage dividends that you 
would be prepared to recommend that cooperative be per- 
mitted to do so? Ae Yess 

Q. They must be equal -- either both paying patronage 
dividends or not. 

BY MR. VAUGHAN: 

Q. In the case of ccoperatives, how will profits be 
determined? A, The onus will fall on the tax department 
to determine what the profits are. | 

Q» And that all the profits be taxed, including anything 
that might be paid out as a patronage dividend, provided 
dividends are not allowed as deductible in an ordinary 
company? As Yess 

BY MR. NADEAU: 

Oe se there’ a cooperative association distributing 
fluid milk in the Montreal area? A. There are one or 
-twu, I am not sure which, operating in the Montreal area 
under the name of cooperatives. T do not know whether 
they are tax exempt or whether they pay tax tn the distri- 
bution of fluid milk. 

BY MR. ARNASON: 


Q 


@. Just one more question. In the event that privately- 


owned companies were allowed to distribute patronage 
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dividends among their customers before arriving at taxable 
income, would you care to offer any opinion as to whether 
such practice might be followed rather extensively by the 
organizations which you represent? Do you think, in other 
words, it might become a fairly common practice? 
Ae I think it would depend altogether on the circumstances. 
I do not think in ordinary circumstances it would. 

BY MR. THORVALDSON: 

Qe [ would like to ask a question or two, Mri Hayes, 
When you were talking about the patronage dividends; 
particularly in the questions you were asked by my learned 
friend Mr. Parker, were you speaking generally as to all 
cooperatives or were you speaking psertieularly as to dairy co- 
operatives? A, I was speaking particularly as to dairy 
cooperatives. 

®» And you did not intend to refer to other types of 
cooperatives which are generally known as consumer cooperativ- 
es, did you? A. No. 

OQ. And I perhaps should ask you also were you referring 
particularly to what I would call eatern cooperatives, or 
did your language intend to refer to western cooperatives 
as well and their methods of doing business? Ae I cannot 
speak first hand of their methods of doing business. We 
were referring to the eastern situation. 

Qs The reason I ask on is that your brief seems to be 
based on one example which you refer to, which appears to 
be the example of the Montreal Milk Producers Cooperative 
Association. You were here and heard the evidence of 
Mr. Carr? Did you hear the brief of that organization? 

Ae No, I did not. 


@. You were here and heard Mr. Carr's evidence? 


om . heard part of 16+ 
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Q. YOu realize that in respect of that particular 
cooperative there does not seem to be any payment in the 
nature of a patronage dividend, is there? Do you discern 
any payment made by Montreal Milk Producers Cooperative 
Association as a patronage dividend? A. I heard him make 
the statement that that was the case. 

Q- Doesn*t it appear to you that the Montreal Milk 
Producers Association simply pays out, I might say empties 
its til] every month as far as its producers are concerned, 
and then apart from that the only deduction is a deduction 
for certain reserves? Doesn't that appear to be the situ- 
ationuwhere? As I.don't think thet ts quite the cases I 
dontt know the operations of the company, and I didn't hear 
all the evidence, but an examination of the statements would 
indicate that there are appropriations to reserves at the 
end.of the year, contingency reserve, general reserve, de- 
preciation reserve, write-offs for assets, and then there 
is some balance carried to surplus. 

Oy 2eS, thal ls i ysinos but have you been able to see in 
the operations of that Association anything in the nature of 
a patronage dividend? A. No» 

Q. So dontt you think you were rather generous when you 
were suggesting that patronage dividends should be allowed 
free of tax? <A. Not in the type of cooperative I had 
reference to, and provided they are allowed to private 
companies. 

Q. What you really meant, then, Mr. Hayes, was this: 
that if an association operates such as the Montreal Milk 
Producers Association, namely pay out everything bo thelr 
producers every month, and then place certain funds to 


reserve such as they do, you would be satisfied in that 
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case if the funds placed to reserve were the only funds 
vaxed? That is really what you meant, isntt it? Ae In that 
case, yes. 

Q: What I really want to bring out, Mr. Hayes, is that 
in respect to that association there is nothing involved 
in the nature of patronage dividend that you see, is there? 
A» Not that I have seen, no, 

Qo [ am suggesting to you that your brief is somewhat 
broad when you refer to patronage dividends in respect to 
an organization of that kind. A. Well, may I just corrert 
that: we were not referring to that organization in connection 
with patronage dividends but as an example of how quickly 
reserves can be huilt up when no income or excess profits 
taxes are exacted on the amounts so credited. 

Qo. Now, Mr. Hayes, a moment ago Mr. Vaughan referred to 
clause 2 on page $, which does seem to me to be inconsistent 
With your reference to patronage dividends on page 3 I 
think in clause 2, where you suggest that the profit or 
surplus of cooperatives should be taxed under the provisions 
of the Income War Tax Act and the Excess Profits Tax Act 
on the same basis as are the profits of other persons operating 
in the same line of business, you really have in mind some- 
thing similar to the recommendation of the 1932 committee 
in England, have you not? In other words as I understand 
it you want to see cooperatives placed on a similar basis for 
taxation purposes to that of other companies; is that cor- 
rSeCuT Ae YESa | | 

Q. Are you aware of the differences between the English 
income tax laws and the Canadian income tax law? 

Ae Some of them. 


Q And you are aware that there is not the double 
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taxation of corporation profits that we have here? 
Ae YeESo 

Qo. And are you aware that that might make some differ- 
ence when it comes toa consideration of the Canadian situa- 
tion as to patronage dividends? A. I quite agree it 
might meke some difference. 

Qe You agree that would make some difference? 

A, If you want to get complete equalization I think you 
have to eliminate your double taxation of corporate 
earnings, 

Qe Suppose you do not get that elimination, then what 
would you say as to the patronage dividend in general where 
such is paid now? Don't think of the Montreal Milk Producers 
Association, because there is none paid bY its ~ Would you 
revise your views in cases where we are not able to eliminate 
double taxation on corporate earnings? 

Ae In this connection one can only speak on behalf of the 
members of the Association with whom I discussed these 
points. I would take it from my discussions with them 

that notwithstanding the inequity which would still exist 
through duplication of corporate earnings in connection 
with distributions to shareholders of limited companies they 
would be reasonably happy if taxation were imposed on co- 
operatives, the type of cooperative to which we have had 
reference, generally He aye along the lines suggested, and 
they were also given the opportunity of paying patronage 
dividends themselves, There is a recognition of the inequity 
which would still exist. 

Qe But when you do say that you have in mind the fact 
that in the case of the one you are particularly referring 


to, the Montreal Milk Producers Association, there is no 
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such thing as a patronage dividend as such? Aw es 
Qe And when you are speaking of the patronage dividend as 
being exempt or otherwise you are speaking particularly of 
the dairy situation? Ae Yess 
BY MR. MILLIKEN: 

Qs Mra Hayes,’ Looking at your, briefrl think I rightly 
counted thirty-eight firms' names signed to it, fourteen 
of which have the word "limited" after then. Does that mean 
that twenty-four of them are not limited companies? 
A. I believe that is correct. 

Q- That would mean there are twenty-four ot them that 
are either partnerships or individuals? A. YeSe 

Q.» And if the excess profits tax should disappear with 
the end of the war, what disadvantage would they be under 
as compared with the producer cooperative? 
A. Presumably none, 

Q. 1t is the excess profits tax that would affect the 
partnership? A. Yese 

@. Sorthat ofthis group of thirty-eight there are only 
fourteen that were involved in the company business that 
you are referring to? Ae YeSe 

as Now I do not like to take you into the English 
cooperatives, but I notice you have quoted two paragraphs 
out of the English report. ‘You understand, do you, or 
do you not, that that report is dealing with consumer co- 
operatives? A. I thought it dealt with them generally. 
Q. You didntt know there was any distinction made? 
Aer Lt am-afraid not. 

Q. You understand, Mr. Hayes, the reasons -- for the 
very reason my learned friend has stated, they haven't a 
double tax, and as that producer in the producer cooperative 


pays the tax when it is paid to him, there is naturally 


Psst Mrs Hayes 


a difference in their set-up for producer cooperatives 
and that for consumer cooperatives, for that very reason,-- 
because of the double tax, and because the producer has it 
added to his income. I wonder have you given any consider- 
ation to this. A number of witnesses who have been 
brought before us have given as their main objection to 
patronage dividends that have been allotted and not paid, 
that have been held for the revolving dvor, the fact that 
it delays taxation of them -= now I am talking about 
producer cooperatives entirely +-- that it delays taxation 
of them because they are not ian the tax until the year they 
are paid out, Have you heard that statement anywhere? 
Ase No. 

Q2 Then there ise no use in asking your opinion on it, 
because you cannot possibly have one on it. Mr. Hayes, 
how is the producer's cooperative which read a brief just 
before you came on the stand in competition with any of these 
businesses, or is it in competition with them? POM ele yads: 
is very Little competition, 'i understand. 

BY MR. LONG: 

Qe It has become obvious from the questioning that we 
have been held up as a horrible example on pages 4 and 5 
of this brief which Mr. Hayes has just presented. Mr. Hayes, 
i think IL heard you say you’ heard the evidence in support 
of the Montreal Milk Producers? As) I heard. part, nov rquive 
all of it ~~ most of it» 

Qe You heard Mr. Carr say they were putting aside some 
money for new machinery, new plant? Ae YES 

Qe You heard him say that the life of dairy machinery 


was ten years? I didn't hear him say that, but I would not 


dispute ite 
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Qe And that he is ina aries building. Could you tell 
us out of your experience how else we could get the new 
plant or new machinery under our cooperative set-up? 

A. I dontt know whether you have power to borrow or get it 
through share capital. I cannot answer that. 

Qe I presume you looked into it somehow,. A..I do not 
know your by-laws, Mr. Long. 

Q. You are not in a position to give us any suggestion 
as to how we could get new machinery without taking it out 
of << 

MR. PARKER: He has just given you two, 

THE WITNESS: I know of no way except through borrowing 
and through share capital, 

BY MR. LONG: 
Qe You are not speaking of cooperatives now? 

Ae I do not know whether that is available to you or 
note 

Q. And if it is not available to us how else could we 
do it? <A. I presume in the same way you got the money to 
build your original plant. 

@e We did not build a plant. As Or buy your equipment. 
There was some $58,000 for equipment. 

Qe Is it your knowledge that most of the members of 
your association have from time to time used the surplus 
milk fund? A. Noe : 

Q. So that you are not in a position to say whether it 
has been of any benefit to-your association or not? 


As Noe . The secretary is here if you would like to ask him, 


The Commission adjourned until Tuesday, February 


oO 1005. ab, 10am. 
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Montreal, Que., 
February 20, 1945 

The Commission met at 10 a.wm.e, Mr. Justice McDougall 
presiding. 

MR. BEAUREGARD (text): May it please the Commission, 

I will proceed, if the Commission is agreeable, with the read- 
ing of the translation of the memorandum of La Cooperative 
Federee de Quebec. I have in court six or seven witnesses, 

two of the officials of the Federation, which is a federation 
of cooperatives, and I have Pie Ge ees thres or Tour, 
possibly five witnesses who are heads of local eooperavives 
that have been chosen from various parts of the province, 
because the conditions are not the same all over, by far. 

THE CHAIRMAN; That will give a picture of the whole 
movement’? 

MR. BEAUREGARD: This is with the intention of giving 
a picture of the whole, in the most progressive areas ag 
well. So, if it is agreeable to the Commission, I will 
proceed with the reading. 

THE CHAIRMAN: Are me reading the brief in Franch or in 
English? 

MR. BRAUREGARD: iL Will read it in Enelish. 

THE CHAIRMAN: If you prefer to read it in French, that 
is all right; these gentlemen will follow on their English 
CODICES. / 

MR. BEAUREGARD: I noticed yesterday that the Commission 
ers were making numerous notes, so that after the réading 
I will present my witnesses for explanations on the various 
points. | 

(Translation): 

Mr. Beauregard proceeds with the reading of the memo-~ 
randume 


Canada, Royal Commission of Inquiry 


Province of Quebec into Cooperatives 
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Memorandum of the Societe Cooperative Federee Des 
Agriculteurs de la Province de Quebec, known as "Cooperative 
Federee de Quebec", or Quebec Federated Cooperative, and of 
the Affiliatcj Agricultural Cooperatives under chapters 120 


and 290 ReS.Q 1941 


"The cooperative movement in Canada is the normal 
reaction of consumer and primary producer against the economic 
domination of commercial corporations, 

“BY Wey Of preface, it may be well to sum up the 
respective Situation of the parties, as set forth in the 
Royal Commission of Inquiry into Price Spreads of 1935. 

"In Chapter 3 of this report (p.14) the Royal Commission 
of Inquiry into price spreads renders the following judgment 
on the three parties affected: 

"1. Concentration and Corporate System of Business 

"The evidence before us has shown conclusively, and at 
times graphically, the part played by the corporate form of 
business in Canada's economictlife. It has shown that a few 
great corporations are predominant in the industries that 
have been investigated; also that this power, all the more 
Gangerous, because it is impersonal, can be.wielded in-such.a 
way that competition within the industry is blocked, the 
welfare of the producer disregarded, and the interests of the 
investor ignored. ; 

"As the hearings into various forms of economic activity 
were carried on, it has been difficult not to. be impressed 
P¥etne Tact that the corporate form of: business, not only 
often gives freedom from legal liability, but also facilitates 
the evasion of moral responsibility Lor inequitable and 
uneconomic practices, Therefore, it is essential that any 


investigation into business practices should concern itself 
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With the growth and significance to the national econgmy of a 
form of business activity which has harboured behind its 
imposing facade so much that needs cleansing. 

"The foiiowing appreciation is given concerning the 
Sit tuetLon Of the ‘primary producers, my clients: 
"oe “The Primary Producer,Chapter 6 of the same report, page 
1433 

"This chapter summarizes our investigations into the 
plight of the primary producer. These can be epitomized at 
once by saying that the prices of the primary products, into 
which we have made inquiry, have fallen far below the point 
that would permit the maintenance either of operating 
efficiency or of a reasonable Canadian standard of living. 
Yet, it is the most obvious platitude to state that, unless 
the primary producer in this country is restored to a position 
where he has purchasing power commensurate with his importance, 
there can be no stable basis of prosperity. Though the truth 
of this statement is admitted by all, the fact remains that, 
as eiited in our opening chapter, the primary producer has 
borne the brunt of the depression. He was the first, and the 
greatest sufferer, Other groups in the community were able, 
to some degree at least, to protect themselves from the full 
effects of the storm, but the farmer has been defenceless, 
or almost so, throughout. The manufacturer, the middleman, 
the distributor -- all have attempted and, in some cases, 
have successfully attempted, to operate on a cost-plus 
basis, What the farmer secured as the price of this labour 
ofuen had no relation’ whatever even to direct tosts, 
He, too often, has taken what was left after other 
interests have secured their share of the consumer dollars, 
(Text): I would refer the Commission on this to the evidence 


er the Hong D. Ge McKenzie, which is reported in Volume 1 


is 


oy 
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of the Stevens Investigation, the volume entitled "Proceed- 
ings and Evidence". Iam referring to pages 998 and follow- 
ing -- two or three pages. 

(Translasion); Here is the description of the consumer 
to the same report: 

"Se The Consumer, chapter 8, page 235 of the same 
report: 'The various problems of consumer protection can only 
be dealt with effectively by a combined effort on three fronts... 
namely, consumers, trade associations and governmente Unless 
consumers are prepared to exert a reasonable discrimimation 
in purchasing, nothing short of absolute paternalism can 
protect theme But they must be informed on the principles. of 
merchandising and the standards of quality of goods they buye 
We, therefore, regard consumer education as the most important 
and effective guarantee against illicit practices in trade. 
Few of the evils, disclosed in the evidence, by which merchants 
have been able to impose upon their customers could persist 
in the face of an active, intelligent and organized or Special 
interest and has no representation other than the state. Tt 
1S, therefore, the function of the government to pay special 
attention to the interests of the consumer. This does not 
preclude action by consumers themselves as individuals or 
groups, We would welcome organizations of consumers, either 
as individuals purchasing orgdnizations, or in organizations 
for the dissemination of consumer information, and we are 
of the opinion that every possible encouragement should be 
given by the government to the development of such organiza- 
tions. These would offer valuable help to the government in 
the dissemination of information and in the policing of trade,' 

"We leave to the Commission the task of appreciating 
what the State has done toward correcting the deplorable state 


of affairs created by concentration and by the corporative 
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system of business. Nevertheless, the primary producer and 
the consumer have obeyed the federal government's invitation 
and that of the provincial governments, to protect themselves 
by means of associations and cooperatives. 

"It is estimated in general that in 1942, 620,000 
Canadian cooperators did $257,000,000 of business and collected 
a net revenue of $25,000,000. 

"It is evident that it is this $25,000,000 which it is now 
proposed to make subject to income tax. At first sight it is 
an imposing figure, but it can easily be seen that it does not 
quite amount to $40.00 a year per patron. 

"In Quebec, during 1943-44, of a total of 154,000 farmers, 
44,069 members of cooperatives did $37,558,676 of business 
with a net revenue of $977,169 or rather less than $20 a 
year per patron, See Schedule 1. 

"The parties Appearing: 

"The parties are: the “Societe Cooperative Federee des 
Agriculteurs de la Province de Quebec, better known as The 
Cooperative Federee de pHevoa oP Quetec Federated Cooper- 
ative, and three hundred and ninety agricultural cooperatives, 
-- I must add that since then there has been an increase, 

They may be well over four Hiroe now -~ formed under the law 
governing farm cooperatives or under the law governing cooper - 
ative syndicates of the statutes of the province of Quebec, 
called affiliated cooperatives. They represent 04,000 Quebec 
society members, out of a total of 44,000. 

"The agricultural cooperative societies and the cooper+ 
ative syndicates of Quebec, governed respectively by chapters 
120 and 290 of the Revised Statutes of Quebec (1941), are 
cooperatives for the purchase, sale and processing of farm 
products and of any and all goods for the improvement and the 


development of agriculture. 
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"The object and the purpose of agricultural cooperative 
societies are described in section @ Chapter 120, R.S.90.,1941,% 

"t2. The Minister of Agriculture may authorize the 
formation, ir the province, of ons or more associations having 
for their objects one or more or all of the following: the 
improvement and development of agriculture or of any of its 
branches, the manufacture of butter or cheese or both, the 
Sale and purchase of live stock, farm implements, commercial 
fertilizers and other articles useful to the agricultural 
classes, and the purchase, preservation, transformation and 
sale of agricultural products, under such name as its founders 
may choose, provided that such name as a whole cannot be 
confounded with that of any other existing association.t 

"The object and purpose of the cooperative syndicates 
of Quebee are described in section 6, chapter 290, R.SeQe 
1941, which reads as follows: 

Mite, Tae Obgeet of the association shavin be to study, 
protect and defend the economic interests of the labour ing 
Classes. For that purpose it may buy for re-sale to the 
associates only, such articles as are necessary for the 
support of life or for the works of their industry; open 
up credits for them and make loans to them; establish works 
in common for the associates, or allow them to devote 
themselves to processes of production and to sell all the 
products thereof, either coYlectively or individually. 

"tThe association, notwithstanding that it is limited 
to a special territory, may enter into any transaction with 
any person, corporation or voluntary association, necessary 
for the proper working of the society or the carrying out 
of its objects; but all transactions of the association, 
which yield profits or benefits, shall, being essentially 


cooperative, be confined to the members.t* 
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(Text): -L would point out that this article which I 
have just recited appeared in statutes of 1909. They were not in- 
intended to defeat the present situation. 

(Translation): "The Cooperative Federee de Quebec is 
governed by a special act entitled 'An act to incorporate 
the Quebec Federated Cooperativet sanctioned in 1922 and revised 
in 1930. 

"The Federee is a cooperative of cooperatives; it can 
only accept as members cooperative associations, syndicates or 
societies incorporated under the regime of the Agricultural — 
Cooperative Societies act or the act respecting cooperative 
syndicates of the province of Quebec. 

"Affiliation gives to cooperatives the same rights and 
privileges as these same cooperatives give to their own 
individual members. 

"Affiliation does not imply absorption. It is an association 
Or a juxtaposition,, in.which each socisty or affiliated syndi- 
cate retains its autonomy. The Federee places its educational, 
administrative and commercial services at the disposal of its 
affiliates. 

"Order_in council No. 8725: 

"Order vin council 8725 does: not. go as far as to prejudice 
the case, but in its introduction it states that inasmuch as 
cooperatives benefit from exemption both from war income tax 

/ 
and from excess profit taxes,doubts have arisen. 

tl. as to the general principles which parliament intended 
to apply, which brings up the question of principle; 

W2e sae to. the effect, in several questions of detail, 
of the said tax acts on the cooperative organizations and their 
members, which brings up the question of the incidence of 
taxation. 
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"It ordered that a complete public inquiry be held into 
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the application of the income and profits taxes, both as re- 
gards organizations formed and operated on a cooperative or 
mutual basis, and also those that are only cooperative in name, 
and also on t e effect these exemptions have in respect of 
the competition which cooperatives constitute for their 
cOmmercial rivals. 
"Consequently, this Commission is called upon not only to 
inquire into 
‘(a) the present situation of the cooperatives, as 
regards the application to these cooperatives ot the 
War Income Tax Act and the 1940 law on excess prorits 
taxation, and 
(b) the organization and methods of commercial oper- 
ations of the same cooperatives, as well as any other 
matter pertinent to the question of application of 
income tax and excess profits tax measures, 
(c) the comparative situation with regard to the tax- 
ation under the aegis of the said acts, O© persons 
operating any kind of meee in direct competition 
with the cooperatives.’ 
But, furthermore, to establish principles which may guide 
the administration in the carrying out of the present acts, 
with regard to genuine cooperatives and also with reser d 
to cooperatives which apply only partially the principles 
of cooperation, and even, in the public interest, to draft 
amendments to the present acts. 
"In a word, the present inquiry is intended to reply 
to one single question: Is it in the public interest that 
bona fide cooperatives should be called upon to pay an 
income tax and, in the affirmative, what tax? 
"In other words, is it time, in view of the complaints 


of business, to stop the progress of cooperatives? The 


(> = 


ia tema 


aie 


~3139-= (Translation) Mr. Beauregard 


The Royal Commission of Inquiry into Price Spreads concluded 
without hesitation that at the time of that inquiry, there 
was no balance between trade, on the one hand, and the 
primary produ.er and the consumer on the other, the situation 
of the latter being absolutely unsatisfactory. 

"Without doubt, the initiative of the associations, 
combined with the fact of war, have resulted in a certain 
development of cooperatives, but competitive trade has equally 
not remained stationary, Do we really think the cooperatives 
hav3 advanced to a point where the balance between them and 
competitive trade has been upsét? It would really appear 
that the cooperatives, at least in Quebec, have not so much 
taken away existing trade from their commercial rivals, as 
they created a production and a demand which would not have 
existed but for them, Whatever that may be, what is meant 
by balance? Is it the state of affairs revealed by the Royal 
Commission into Price Spreads in 1935? Must we, in the public 
interest, go back to that? Who knows it, perhaps even despite 
the cooperatives, post-war conéitions will not bring us back 
to it, without the help of the state? 


bine Susstront ‘In the Public Interest, Should Co- 
operatives be Taxed? 


EAL ahaa AMMA INNS at ade Hy BE eile Hie 
"The parties now appearing intend limiting theip effort 
to pleading the case of bona fide cooperatives in general, 
and that of agricultural cooperatives in particular, They 
cannot do it, however, without taking up briefly the study 
or Deoic principles . 
Preliminary Remarks: 
"Lo The precise time at which this question is*put ig 
nov unimportant, The question is being asked during the war, 
that is to say, during an abnormal period, when the volume and 


the price of primary products is at such a high level that no 


Economist would cleim that it could or should be permanently 
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maintained. In all justice, a permanent economic legislation 
cannot be based on the indications of an exceptional period, 

"2. The progress of agricultural cooperatives appear 
to have caused disquiet in some circles,) but vit is al constant 
factor that this progress has been lar eely due to artificial 
causes, among others, premiums of all sorts on grain, bacon’, 
cheese, butter, etc, 

"A striking example is at hand. The government artifi- 
cially fixes the price of No. 1 wheat at, say, $1.20 8 bushel. 
The average cost of production of a bushel is about 60 cents, 
The government premium is about 60 centse Any tax on the 
income of the wheat producer is ipso facto a reduction in the 
government's premium. 

"6s AS an individual, the farmer, a primary producer, 
is already subjected to the Income Tax Act. The legislator 
knows that the income of the farmer is, in the immense major- 
ity of cases, a family income, to which all members of the 
family have contributed. Therefore, it ig permissible, pro- 
vided wages are Peaity. paid Polite family, to deduct these 
expenses from the taxable income. But how many farmers can, 
without wrecking the whole economy of their set-up, pay real 
wages to their wives and children? The actual outcome is 
that the global revenue of the whole combination is considered 
as the income of the head of the family, without regard to 
the participation of the wife and the children. Thatis 
not the case with the income of any other taxpayers. 

Wife and children are treated as distinct units by the 
collector of taxes, The farmer is tnerefore already at a 
disadvantage in that respect. 

"The Income of the Cooperatives Should not be Texead: 

"There are several reasons why the income of a cooperative 


Should not be subject to taxatione The firet, in our view, has 
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-3141~- (Translation) Mr. Beauregard 
to do with the educational role of these agricultural associa- 
tions. 

"It is only incidentally that the cooperative competes 
with private enterprise. In reality it has an other object 
in view, Its role is social. Its primary objective is educa- 
tion of the primary producer as to the use of his farm, the 
quality of his products, their classification, their presenta- 
tion and distribution; 

"In distant regions, the cooperative offers buying and 
selling facilities which would not exist without it. It 
allows the primary producer in every case To.sell his product 
at the market price, even if the vendor itself does not know 
what the market price is. In the province of Quebec at least, 
entire districts have been opened to production. .by the 
agricultural education of the primary producer, The cooper= 
Bbive is only interested in expansion, in so far as it brings 
to those connected therewith advantages of all sorts, and in 
that respect it serves the same purpose as those educational 
organizations which are exempted from income tax by virtue 

( 
GL Sertion Ate), 

"The second reason comes from the fact that the cooper-= 
ative is essentially a service organization. 

"It differs from private trade whose objective is profit, 
in that the cooperative only places its financial, technical 
and commercial facilities at,the disposal of the producer e 
It does not buy its patrons' goods, It receives them on 
consignment and sells them on the open market at the highest 
Possible price, It turns over this price to’ the producer, less 
a negligible commission, which is fixed by its nontease 
Similarly it buys in the open market the things that are needed 
On the farm, and sells them mostly to its members, and in all 
cases, only to primary producers. 


"It is not customary in trade to allow the person with 
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whom one deals, whether buyer or seller, to decide how much 
profit the merchant shall make on each purchase or sale, That 
is because a merchant is not a service organization.: Whether 
it is buying or selling, the whole purpose of a cooperative 

is to make the operation profitable to its patrons. 

"The third reason derives from the fact that the net 
income of the cooperative is neither a Dror D u0r an income 
within the meaning of the act. 

"A commonplace example will prove this. From the exper- 
lence of others, primary producer "A" has learned that instead 
of paying, say, four cents a pound for having the farmers 
of one or more parishes, hire the services of a compe tent 
technician and have a better and more uniform product at a 
lower price. 

"Producer *A* and his neighbours have therefore begun 
by paying the four cents a pound to the technician. The 
latter, thanks to considerable volume of produce and edequate 
machinery, can cut the cost of manufacture of a pound of butter 
to £.80 cents a pound, so that producer tA! first sets 
from his cooperative the price his butter brought on the 
market, and later, 1.20 cents a pound which he advanced in 
the first place, now returned to him, 

‘It is exactly this 1.20 cents which he advanced. too 
much in the first place, which it is proposed to tax, because 
out of this original excess’ disbursement the cooperator has 
permitted his cooperative to Vevealn “a perv nt order bo 
set up a reserve with which to recommence similar operations 
with other farm products. 

"The reserve thus constituted remains the property of 
the cooperator to the extent to which he hag contributed, 
Wiether it is, for the moment, in the possession of the 


cooperative or in the possession of the cooperator, it does 
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not constitute a profit, but simply a loan arising from the 
reduction of the cost of production of the cooperators. 

"In other words, the cooperative, instrument of education 
and of servic’, sees its working capital constantly renewed 
and controlled by the members of which it is the extension. 
To tax the price of the services of this instrument would be 
equivalent to taxing the individual, who is already subject 
to the Income Tax Act. 

"What is erroneously called tthe profit of the cooper- 
acive’ is dn reality nothing but Savings, or accrued revenue 
belonging to the producer who could, if he chose, insist on 
being immediately repaid. Generally, in his own interests, 
the member elects not to take the whole of what belongs to 
him, during the course of the operations. Nevertheless, 
what he parte with the society, and what the latter calls 
"revenue® or ‘reservet, has always been and remains the 
individuel property of the patron, including (the prorit 
resulting from transactions of the Society with non-members, 
This profit of the society is enly an accessory of the reserve 
which remains at the service of the primary producers, whether 
they are members or not, 

"An examination of the operating accounts of thé Que bee 
coopeiatives will show that the latter cannot accumulate 
reserves out of the rental of their services, which is cut 
to the minimum, AccumulateWY reserve and surplus result from 
the return of moneys paid in in excess, which the primary 
producer leaves, advances or loans, in order to facilitate 
future operations of which he remains beneficiary. 

"The portion of the overpaid contributions which the 
member decides not to take out would further serve to reduce 
the taxable income of the individual,.That amounts to about 


$20 per individual, per year. Nevertheless, one cannot 
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legitimately tax the agricultural society, which is in fact 
only a mandate-holder, and holder on precarious title. 

"The fourth reason does not properly speaking derive 
 from-the\ same principle, but still does not seem to us to be 
of less value. 

"If the value of the services rendered by the cooperative 
to the primary producer is admitted, - and the competitive 
trade must admit it, since it sees therein the factor which 
has reversed the situation of 1935, - the cooperative is 
therefore essential to the progress of the farmer. Hence, ; 
the cooperative is essential to the principal element i>. the 
life’ of the nation. 

"If it is proposed to hamper the social and educational 
work of the cooperative by means of taxation, that means 
it is intended to hamper the progress of agriculture.for the 
So-called competing trade. 

"That cannot be done, unless you overlook the fact that 
you will strike at 600,000 farmers out of a total of a little 
more than 1,000,000. This cannvt be a matter of indifference 
to the public interest, 

"The farmer is not only a producer of the prinen pal 
wealth. He is also known as the most stable and the most 
stabliiizing element in the nation, 

"As property owner, and attached to the Sot) Deke y the 
least inclined to ee heat neon 

"The cooperative adds to that stabilizing element, 
in that being a simple instrument of service it does not > 
create any artificial demand. It contributes to maintain 
what in business language is known as an orderly market, 

"There are no doubt other reasons for exempting the 
cooperatives from income tax. The commission has access to 


Many sources of information that are closed to us, but we have 
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reason to believe that these additional data will in no 
wise invalidate the conclusions which the agricultural 
societies of Quebec have reached through forty years and more 
of experience 
"Answers to Questionnaire 1 (a) of Order in Council P.C.8725 
(Text): May it please the Commission, the other part is 
treated as answers to questions, which the parties thought 
would be asked of them if they were before the Commission at 
the time. 
(Translation): To the information incidentally furnished 
in the above statement, the parties add: 

Pa, oy Ter pus of ths present act, they are neither 
subject to income tax, nor to excess profits tax; 

"2e In fact, local agricultural associations have never 
been notified nor required to do so3 

"3. About 92 per cent of the agricultural associations 
appearing before this commission show a net annual income 
of less than $5,000 (see schedule 2, reports of the Agri- 
cultural Cooperative Associations of the Province of Quebec 
as of March 31, 1944, published by the Department of Agriculture 
of the province of Quebec, division of cooperation, Rural 
Economics Division); 

"4, The Cooperative Federee de Quebec shows a net annual 
revenue of over $5,000 (see schedule 5, eend annual report 
of the Cooperative Federee de Quebec, February 10, 1944); 

"SD, La Cooperative Federee de Quebec: 

(a) delivers every year a return (according to Form T-2 
in 1943) to the Income Tax Department, together with a copy 
of its balance sheet thereto attached. The same form is com- 
pleted for the Dominion Elevator Company and the Cooperative 
Canadienne du Betail de Quebec, Limitee, with the following 


note: *This Company is an affiliate of the Cooperative Federee 
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de Quebec, which holds all our capital stock, our assets, and 
assumed our liabilities. Likewise, our annual results - 
whe ther profit or loss - are absorbed by the Federee; 

"(b) delivers also a statement concerning interest paid 
on loans. This statement gives the list of beneficiaries and 
amounts paid to each one, 

"(ce) makes the required deductions from annual dividends 
paid to preferred stock holders and pays the amounts thus 
deducted to the ine ome ew: 

"(d) has never paid any income tax proper, nor hes dwar 
received any notice of assessment (section 04, Income War Tax 
Act ) 


"Answers to Questionnaire 1(b) of the Order in Council 
PeCe Oy 25 


"To the information incidentally furnished in the above 
statement, the parties add: 

"lL, Agricultural Cooperatives are limited liability 
associations, organized under Chapter 120, R.S.Q. 1941 ; 

"2. Cooperative Syndicates are limited liability 
associations, organized under chapter 290, R.S.Q. 1941; 

"3, The Cooperative Federee de Quebec is a cooperative 
of cooperatives, with limited liability, organized under 
‘An Act organizing La Societe Cooperative Federee des Agri- 
culteurs de la province de Quebec, which was sanctioned in 
1922 and revised by 20 GeoeVe eR SeQe, De 148; 

"4, The parties now ee eee are not commercial 
enterprises, but educational and service organizations. Their 
properties are, by law, exempt from all provincial government 
BAKES 5 

"Se They apply the following cooperative principles; 

"(a) One vote per member; 

Freedom of entry and exit; 
Non=denominationality, political and 
ethical neutrality of cooperatives; 


Hducation of cooperators; 
Distribution to each member of overpaid 
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advances, in proportion to the amount of 
business done with him; 
Limitation of rate of interest on Capital;' 
"6. The statement of the financial set-up of the Federee 
can be summed up as follows: 
Share capital: 
Preferred, without vote: 
Former common stock converted into preferred stock in 
order to eliminate individuals and to let the Federee function 


SouoweCooperatiVesors@opperatives: 6% Woh $146,550.00 


Common stock; in the rate of 10% ..... 109,355.78 


Bonds SO ae as ee 139,200.00 
Loans: Bank fs uh $1,400,000.00 

Cooperative Wholssale Society 

(Manchester, England) 486 ,000.00 

Sundry (personal obligations) 227,000.00 2,113,000.00 


the whole being more fully shown in the copy of the 22nd 
Annual Report, February 10, L744, Tiled in) support en the 
present memorandum, as schedule 3, 

a. the Lodet agricultural association is composed of 
at least twenty-five persons, subscribing five or ten common 
shares’ of $10 each. The association can take in any farmer 
designated under the name of affiliated producer, on payme nt 
of an annual contribution of $2.00; 

"8. The agricultural cooperative association may bind 
itself towards the Cooperative Federee de Quebec to subscribe 
to and pay on the capital stock of the saia cooperative a 
proportion of its own ordinary -shares paid up at the date 
or. the agreement, as well as of its ordinary shares which may 
thereafter be paid up; 

"9. Affiliation obliges the local cooperative to do 
its buying and selling through the Cooperative Federee, 


It is important therefore to note that the reports, Schedule 2 
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and Schedule 3, duplicate the aggregate totals of business 
operations of the Federee and of its affiliates; 

"10. The directors give their services gratuitously 
except the ma ager, who may be remunerated; 

"ll. <A report containing the list of members, the number 
of shares subscribed and paid up, and a statement of assets 
and liabilities as well as of the year's operations with 
instances of profits and losses, must be forwarded to the 
Department of Agriculture before the 15th February in each 
years 

"12. Cooperatives, including the Federee, do not buy 
agricultural products. They receive them on consignment. 
Whatever the Cooperative buys for its members, it sells to 
the latter, with or without processing, at such price as 
covers costs and a margin of safety. 

"15, The processing of products bought for resale 
to members remains an accessory operation; | 

"14. Ihe services of the Federee are available to the 
affiliated societies, since théy are intégral parts of the 
Federes, and yoke society or individual wishing to profit 
by them; 

"15. . The following quotation taken from a pamphlet 
published by the Superior Council of Cooperation and the 
Cooperative Federee de Quebec (1943), filed as Schedule 4, 
outlines the educational and doilaborative methods of the 
Cooperative with regard to the agricultural class; 

"The cooperative is above all a service and educational 
organization for the farming class. In the economics of 
cooperation, education replaces what would be called propa- 
ganda and publicity in non-cooperative economics. 

"This is not simply a different name for the same sort 


of activity. Among the preoccupations of those who direct 
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commercial publicity and propaganda, the dominant idea is to 
increase the business, and thereby, the profits. The 
activities indicated by the term ‘education: are somewhat 
different fror those carried on under the aegis of propaganda 
and publicity, 

Nin fact, cooperatives are not called upon to incite 
members to do business, or force sales, but rather to organ- 
ize, according to the real needs of those with whom they 
are dealing, those services that are indispensable to the 
improvement of their social and material conditions of life, 

"The means at its disposal are varied: newspapers, radio, 
meetings of cooperators, general and special meetings of 
cooperatives, meeting with officers and managers of local 
associations, collaboration with professional groups, contact 
with technicians of agriculture, industry and commerce and with 
specialty in economic and social guestions, | 

"Under the title 'Market Review' the Cooperative publish- 
es every week its ‘advance! prices accompanied by comments 
on the situation and trends of agricultural markets. 

"The following considerations on the organization, 
principles and methods of private enterprise, reproduced 
from a review by the Federal Department of Agriculture, 

'The Farm Economist", vol. 14, Nose 4, ps 88, will show that 
the appearing parties - judged by what we know of them - 
are within the true tradition of cooperation; 

"tSeme of the specific differences in principles and 
methods which generally characterize private and cooperative 
enterprise are the following: 

ti, ‘Ihe cooperative is generally open to all who wish 
to cooperate to obtain the service offered.In private enter- 
prise, the number of those who have a say in the control 


and management of business is reduced to the mimimum required 
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to secure capital. 

'2.e The control of cooperative organizations is distri- 
buted amongst all members, whether they have a dollar or a 
thousnad dollars invested in the organization. A member is 
entitled to only one vote and cannot vote by proxy, except 
under certain circumstances provided for under certain pro- 
Vincial laws. Privete enterprise is generally subjected to the 
control of those who hold voting stock, each share carrying 
a vote which can, generally, be recorded by proxy. 

'3. Cooperatives are incorporated under a special law 
Or under special sercions of a general corporation law; they 
penerally retain the characteristics of limited liability 
conferred by the general law under which private corporations 
are incorporated. 

‘4. Member shares in cooperatives, generally of low 
Peruvaluc, are nol offered for sale to the public end are net 
delivered except upon request to the cooperative. Normally, 
all who wish to use the services of the cooperative can become 
members thereof, but the total investment of each one is 
Orten limited, as well as the. return on Capital, (“Priveie 
enterprise generally start from the principle that capital 
must be acquired as quickly as possible, and the shares can 
Penerally be bought or sold on a market, speculative ‘or 
otherwise , and the return is unlimited, according to the 
nature of the investment. / 

"5. in a cooperative enterprise, all the remaining 
Surplus, after deduction of the real cost of operations, gen- 
erally returns to those who have utilized the services. Ina 
Private enterprise, all profits obtained generally return to 
the shareholders, or to a portion of the. shareholders, in 
proportion to the value or number of shares they hold, 

'Many other methods or principles which may or may not 


be applicable to private industry are common to cooperative 
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enterprises, namely: racial neutrality, class and political 
neutrality; sales at current market prices; cash sales; 
education of members and of the general public in cooperatives 
principles: foe pe¥ ation between cooperatives and extension 

of services by means of federations of cooperatives, and sup- 
pression of labour troubles, 

"A general treatise on cooperative organization would 
contain most of the principles and some of the management 
methods of the typical cooperative, Modern cooperatives recog- 
nize the pioneers of Rochdale as the first association which 
successfully combined all the principles and systems described.et 

"The provincial legislature, supreme in matters of civil 
law, through special legislation concerning agricultural 
associations, cooperative syndicates and the Federee, has 
charactarized these associations as civil associations, 
subordinating the commercial aspect to the social and education- 
al features.'t 
"Answers to Questionnaire l(a) of Order in Council P.0. 8725 

"To the information inci&entally furnished in the course 
of the foregoing statement, the appearing parties add: 

"tThe comparative situation, with regard to the tax, 
under the said laws, of persons exercising any type whatever 
of business in direct competition with the cooperativest, 
has been appraised by the Royal Inquiry into Price Spreads, 
in 1935, The Income Tax Peevend the Excess Profits Tax Act 
are the only legislation which has intervened since then 
RO aiter the situation of the parties interested, 

"The Commission now knows the motives which lead the 
cooperatives to expect to be exempted from this tax. Their 
character, their object, the part they play and the advantages 
they bring to the farming class are proof enough of their 


contention, 
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"Without prejudice, and subject strictly to what has 
already been alleged by the appearing parties, if one merely 
compared the financial situation of the agricultural cooper- 
ative and that of its competitor, 18 well as their business 
methods, the one solely concerned with opportunities of ser- 
vice, the other solely actuated by the profits, it is ohvious 
that even loaded with taxes, the competitor is not in any 
inferior financial position to that of the Cooperative. 

"If the parties now appearing were right in claiming 
that the Cooperative is only an extension of the cooperator, 
the parties at variance are not really the cooperative and 
the commercial corporation, but really the cooperative member 
and the commercial corporation, 

"In Quebec, at least, the Agricultural Cooperative, in 
a ratio of 95 per cent, docs not show anennual not income 
of $5,000. Without having made a preliminary inquiry, we are 
ready to state that there is not one per cent of competing 
commercial corporations not showing an annual income of over 
$5,000. 

( 

"As to the proportion of competition which the 
Cooperatives may incidentally give to the competitive commer- 
Clal corporation, a fairly accurate idea thereof can be 
gathered from the statement of the estimated gross value 
of farm production in Canada (1942), pe 214, Canada Year 
Book, 1943-44, The gross value of farm production in Canada 
is therein established at $2 136,529,000, And against that, 
we have the sales-price value of the volume of business done 
by cooperatives, at $257,000,000. 

"On the same page of the same Year Book, you Wid: st ind 
the gross value of farm production for the province (1942), 
assessed at $525,567,000. All the agricultural cooperatives 


put together in Quebec have but Ssales~price volume of business 
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\ 


of $24,638,499, of which $18,000,000 is done through the 
Federcee.s 

"Before striking at agriculture's best servant, it would 
be well to appreciate the farmers' real degree of prosperity, 
eliminating for the moment the appearance of prosperity 
which arises from premiums and grants of all sorts, some 
federal, other. provincial, 

"Tt would appear that a method of appraising the degree 
of agricultural prosperity is to determine the average value 
of the principal instrument of production, namely, farming. 

"Here is the statistical comment on that subject (Canada 
Year Book, 1943-44, pe 215): 

"tAverage Value of Farm Lands - The average value 
per acre of farm lands is based on the estimates of 

farm correspondents. They show an increase from 1910 

to 1920, a general decline marked by moderate fluctu- 

Chis hon. teclO CO Lg29, and) a) rapid @Qrepy eines 

MI2eerOnarievel Lower than that. of 1910 Soryune 

country taken as : whole.'t | 
Masel Ve.itppie rates of the basic period as to mopmel tax 
end excess profits,, were applied to the Cooperatives of 
Puobes. including: the. Pederee, the joint effort of the 
zovernment and of the farmer would be wiped out at the very 
moment when their cooperation is most useful, both from the 
standpoint of the economy of the country and from that of 
the creation of a highly necessary social stability. 

“tThe whole respectfully submitted, 
Montreal, February 14, 1940. 
Elie Beauregard | 


Attorney for the Parties, now 
appearing." 
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(Text) :, 
I just want to elaborate in a few words on this last 


paragraph. The Commission will find on the last page of the 
report of La Federee the volume of sales from 1930 up to 
this year. The Commission will see that the volume of’ sales 
in the standard years would be some $10,500,000; so if you take 
those standard years to adjust the standard taxation on income 
and then the excess profit, you will find that you have taken 
about everything, That is Woy D say sis this Dest paragraph: 
"En appliquant le bareme de la periode de baseece™ Rider ae Sal 
the rates of the hasic period 4.5. were app lteda ie?) gy he basic 
Period) is from.1936 up to L940, not “including 1940 wis 19356, 
poy 5 (1958 and 1939, If you apply this measure as to the 
taxation on income plus the excess profit you will see that 
this firm, which was in the trade in those years -~ and it is 
@ federation of all the farmers and has eighty per cent of all 
the operations of all the locals --~ would have to pay nearly 
all its revenues in taxation. 
(Translation): 

THE CHAIRMAN: On behalf of the Commission, I am pleased 
to thank you for your very able and precise presentation. 

MRe NADEAU: Excellent presentation, Mr. Senator, May 
we have copies of your financial statement? 

MR. BEAUREGARD (text): Yes, Mr. Commissioner, I 
now offer my witnesses; Mr. ,Bois, general manager of La 
Federee, may be heard, 

(Translation): 
HENRI BOIS, 
General Manager of the Cooperative Federee 
de Quebec, 1350 St. Paul Street East, Montreal, 


who, after being sworn on the Holy Evangelists, 
testified as follows: 


BY MR» BEAUREGARD: 


Qe Will you give us your qualifications? I understand 
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that you are the president of the Coperative Federee de 
Que bec? Ae I am chairman of the executive of the Cooperative 
Pederee de Quebec and general manager of the same institution. 

Qe Your orofession? As I am an agronomiste 

Q- Since how many years? A.Since twenty-four years, 

Qe I wish to ask you a question before passing you over 
to Mr. Brossard who has some questions to ask yous | /2hie 
morning, you drew my attention to some evidence given before 
this Commission yesterday concerning the Cooperative of Matane,. 
Will you please state to this Commission what are your re- 
actions to the newspaper articles concerning the accuracy 
of that particular evidence given before the Commission yes- 
terday? 

A. The evidence in question would lead to believe that the 
Cooperative of Matane was rather in bad shape and that the 
results of its operations were not conclusive. As a matter 
of fact, the Cooperative of Matane is in excellent position 
and, last year, if my memory serves me right, its surplus 
takings amounted to two thousgnd and some dollars and its 
assets reached $22,000. 

BY THE CHATRMAN3 

Q@- Does it belong to your' federation? A. Yes, your 
lordship. 

4 MR» BEAUREGARD (text): 

“his is the report ‘on all cooperatives, and in schedule 2, 
you will find the names and the statements of all these 
local cooperatives, This has been compiled by the provincial 
government, the department of Agriculture, to which all locals 
have to report 
(Translation): Qe You have identified the document I now 
show you? As YeSe | 
Qe Will you please tell the Commission what is that 


document? <A. This document is prepared by the Cooperative 
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~3156= (Translation) Mr. Bois 


Division, Rural EHeonomics Branch of the Province of Québec 
and it is a compilation of results obtained during this year 
by nearly 500 local agricultural cooperatives affiliated 

or not with the Federee, 

BY THE CHAIRMAN: 

qe YOU are satisfied with it? A. I think) 4t Pereecurate. 

BY MR. BEAUREGARD: 

Qs Will you say, very briefly, what is the information 
given by this compilation? A. This compilation, in the’ first 
place, gives the name of the association, its head office, 
the Rein of its foundation, the number of its members, | the 
mauure of the subscription, the assets df ‘the association, 
both cash and fixed assets; accounts payable, ordinary 
capital, preferred stock, reserves, surplus; it also gives 
the total amount of business done, the total of profits or 
surplus-takings, the value of the various products dealt with 
by the associations and the names of the president and the 
secretary. 

Qo Do you wish to file this document with the Commission 
Bo vettach: it to the memorandum? As Yeso 

BY MR. BROSSARD: 

Qe I understand that you are the president of the 
Cooperative Federee? A. I am the chairman of the executive; 
the president of the board of directors is ‘ie Pins onnault 5 

Qo AS chairman of the executive what are your duties? 

Ae They consist in applying the decisions taken by the 
Board of Directors, who base these decisions on the ones 
taken by the members at their annviel meetinge 

Qo Am I to understand that these duties correspond to 
those of manager? Ase I am also the manager, at the same 
time 4 | 

Qo Did you take part in the preparation of the memo- 


randum which Mr. Beauregard has just read? 
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Ae I have discussed it. 

Qe It is on information supplied by you to Mr. Beaure- 
gard that the memorandum has been, in part, prepared? 

Ae In part, and also’on all information gathered by 
Mr. Beauregard himself, 

Qe In the memorandum, it is stated that the appearing 
parties are the cooperative Federee and 390 agricultural 
cooperatives, and Mre Beauregard has stated this morning, 
that since the memorandum has been prepared it has been found 
that the number of such cooperatives exceeds 400? 
he LCS « 

~-Q. Can you tell us what mandate the Ccoperative Federee 
must have received from these 390 or 400 cooperatives in 
order to prepare this memorandum? 

A. Since the question of assessing the surplus-takings 
of local cooperatives has been raised, at every cecasion, the 
officers of these local associations have expressed their 
anxiety and have asked us what we would do When it has been 
decided that a commission of inquiry would be appointed for 
that purpose, we communicated with these associations and 
invited them to help us to do what was necessary to protect 
them. Our board of directors, representing the local 
associations affiliated with us, met prior to toeday.'s sitting 
and prior to the appointment of the Commission and it was 
always unierstood that we were to undertake the defence or our 
local associations. 

Qe I understand however that the memorandum has not been 
Submitted for the approbation and the ratification of your 
affiliated associations before being presented to this 
Commission? Ae It has not been. 

Q. Are you in a position to state positively that the 


memorandum faithfully represents the opinions of assaciations 
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affiliated with the Federee? A. Absolutely. 

BY THE CHAIRMAN: 

Q. Of course, you mean: not unanimously? 
Ae I would be surprised of the contrary. 

BY MR. BROSSARD: 

Qe Do you know any of your affiliated associations 
Which might have expressed opinions contrary to those ex- 
pressed in this memorandum? A. No. 

BY COMMISSIONER NADEAU: 

Qe Did they ever have the memorandum in their possession? 
Ae NO» 

BY MR. BRAUREGARD: 

Qe Are they desirous of paying taxes? A. No, 

BY MR. BROSSARD: 

Qe You are in a position to testify on the organization 
of the Federee from the standpoints of capital and management? 
A. From the standpoint of the cooperativets general policy 
and its object, yes. As for the accounting part of it or the 
question of supplying you with definite figures, I would prefer 
that you call on Mr. Martin who was entrusted with that task, 
We divided the work among ourselves, 

Q@- JI understand the Cooperative was incorporated by a 
special act in 1922? As Yess 

Qe It was constituted of the three other associations 
already in existence? As Yess 

Qe Which ones? Ae Le societe des cultivateurs de 
Stee Rosalie (the farmerst association of Ste, Rosalie), le 
Syndicat Cooperatif de ea thee) (The Cooperative Syndicate of 
Montreal), and la Societe Centrale de Quebec (the Central 
Association of Quebec), which in 1922, in order to cope with 
depressed prices of farm products, saw fit to merge. 


Q. They were merged together by virtue of the act of 1922, 
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13 George V, chapter 109°? Ae YOSe 

Qe These three constituent associations were themselves 
composed of a few members, what type of members? 

oe Of fa-mers, 

Qe Of individuals? Ae Yes, of individuals, 

Q: Neither one nor the other of these three associations 
comprised as members cooperative Syndicates or agricultural 
cooperative associations? Ae Not to my knowledges 

Qo When the amalgamation took place, did these members 
of the three constituent associations acquire interests in 
the new federated association? A. Yes, moreover the Act 
explains thats. 

Q. You would have at the present time a certain category 
of members who would be individuals forming part of the three 
constituent associations? Ae Yes, there remains a minority 

Oe Consequently, in your memorandum, you state at one 
point, I believe, that la Federee is essentially a cooperative 
of cooperatives? Aan YOSe 

Q. This statement would have to be corrected by saying 
that it also comprises individuals as members? 

Ae For the past fifteen years, since 1950; no individual 

can acquire common shares and consequently become a member, 
The individuals who held common shares prior to 1930 are for 
that matter a small minority,- Mre Martin could give you the 
exact figures, - and which is gradually disappearing and I do 
not think one can say that the existing cooperative is not a 
cooperative of cooperatives because there are one thousand 

or twelve hundred individuals who bought shares fifteen years 
AZO» 

Qe What is the capitalization of the Federee? TI believe 
that under the Act it is two millions divided into 1,500,000 


preferred shares and %00,000 common shares? 
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Ae On December 31, 1943, common capital stock amounted 
to $109,355.78 and preferred capital stock to $146,550. 

Q» In securities? A. In securities. 

Qe Representing how many shares in each case? 

A. Let us set the value of the preferred shares at $10 

and that of the common shares at $25, plus the first of our 
individuals to whom you réferred a moment ago, ~ I have not 
got the exact proportion, but I do not think that the first 
represant much in our ordinary capital stock, TI have a List, 
bus, i have not got the number, 

Qe You have not got the number of common shares held 
by individuals in the Cooperative Federee? 

Ae We have, but I have not got it at hand, 

Qe Does it represent a substantial or very small pro- 
portion of the value of the common shares issued? 

Ae A very small proportion. 

Qe AS for the preferred capital stock, is it held entire- 
ly by these cooperatives or is it held in part vy these 
individuals? 

Ae It is held mainly by individuals, Here ig what explains 
whe presence of this preferred capital stock in our organi- 
zation, Note that this preferred capital stock does not give 
a voting right to those who hold ite The board of management 
always gave a return of six per cent on its capitals, Tnci030, 
when the act of 1922 was revised and made of the Cooperative 
Federee a cooperative of cooperatives, the board of Abas = 
ment then in office decided to abandon the plan of giving 
@ return on ordinary capital but to offer to give a return 
of six per cent to those who would convert to ordinary capital. 
The immense majority of common stockholders at the time decided 
to convert their shares, and that is what explains the amount. 

"Qe The common share capital of the old members of the 


first constituent cooperatives is not all converted into 
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preferred shares? A. No, not all, there remains some. 

Q. The majority? Ae Yese 

Qe Similarly a certain number of common shares acquired 
after 192c were also converted intc preferred shares? 

A. YES. 

Ge is it not equally true that by virtue of your Act, the 
Cooperative Hederee can, instead of paying an amount repre- 
senting six per cent on common shares, distribute the surplus 
of this income in preferred shares? A. Yes, I believe that 
is possible, 

Qe Was that done? Ae No. 

Q. That has not yet been done? A. No, 

Qe AS a matter of fact, the Federee has not Veuvpacnous hk 
a decision into effect? Ae NO. | 

BY THE CHATRMAN: 

Q.- Do you always pay the six per cent interest? 

A. We paid it regularly each year, with the exception of 
two years, 1953 and 1934, Interest payments were resumed 
a0 L935 « 

Qe Interest payments are being made at the present time? 
mee Les « 

BY MR. NADEAU: 

Qe Who are the preferred stockholders? 

A. They are mainly farmers, people who formerly held common 
Shares and who changed them for preferred shares, Now, are they 
ga? Darmersts «4s 

Qe Can you give us an idea of the proportion? 

Ae No, I never considered the matter from that angle, 

I will say with all reservations that at least two thirds are 
farmers. | 

BY MR. BROSSARD: 


Qe But the preferred stockholder has the right to deal 
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im his shares on the approval of the board of management? 

Ae Yes, 

Q. What qualifications must a person have in the first 
place to become the holder of preferred shares? 

Aa I see nothing, In the first place, as a matter 
of general policy, we refuse to make transfers, we prefer 
refunding this capital and, to my knowledge, I never saw any 
transfers of preferred shares, and there is no restriction 
in regard to the purchaser. 

Q. Therefore, they could be transferred to others than 
farmers or primary producérs? 

A. To the ones and the others, 

Q- AS for the common Shares, you stated that these can 
only be issued in favour of cooperators? Ae Yes. 

ator loG ener AL Sines: 1930) 

Qe But there remains nevertheless a certain number that 
were issued in favour of individuals? A. Yes. 

Q« What is the maximum number of shares a member Cam eid 
in your Federee? Ao At the present time? 

Qe YES. Ae The number of common shares which an 
association or a syndicate can hold is based on its ordinary 
paid-up capitale It is equal to ten per cent of iis ordinary 
paid-up capital. An association that has a capital of 
$1,000, then ten per cent gives you $100. The shares are in 
amounts of $25, hence that makes four shares, 

Qe Must I understand that when a cooperative Syndicate 
wishes to affiliate with the Federation, it must pay a sum 
fepresenting at least ten per cent of its own capital and 
pledge itself in future to pay a sum representing ten per 
cent of every increase in its capital? Ae Of its ordinary 
Capital stock, yes. 


Q- That is compulsory? he Leos 
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Qe Consequently, each of the cooperative syndicates or 
agricultural associations presently members of your Federee 
or affiliated with your federee has Subscribed an amount of 
at least ten per cent of its capital stock? Ae YOss 

Qe Will you explain to us how a cooperative syndicate 
or a cooperative agricultural associ ation can become an 
affiliated member of Ae Federee? A. The association or 
Syndicate must comprise at least twenty-five agricultural 
producers each of whom subscribed at least $50 to their 
association and pledged themselves to this association by 
contract to sell to or purchase from throuth its medium 
products set out in the contract, There, we say he is 
qualified to become affiliated. When he affiliates with us, 
the act entails upon him the obligation of paying ten per 
cent of his paid-up capital, He becomes a member with the 
Shares we transfer to him. 

"At that moment, he must bind himself by contract 
tO uS. We undertake to receive his goods, to sell then, 
to supply him with all goods he binds himself to receive 
or purchase from us, 

Q Is the undertaking on one part and the other an 
exclusive undertaking? Does each Syndicate or each 
association that affiliates with the Federation not bind 
itself by this undertaking to sell only to your Federee and 
to purchase only from your Federee? 

A. For the products mentioned in the contract, that 
is the undertaking he agrees ie 

BY THE CHATRMAN: 

Qe Is there a clause establishing compulsion? 

A. Yese 
BY MR. BROSSARD: 


Qe You have the forms of this undertaking? A. Yes. 
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Qe Could you forward copies of it to theCommission? 
Ay YOs. 
Q Is the form of contract exactly similar for each of 


“A 


the members? e Not with respect to its text, not always 
with respect to the products to be purchased or sold, but we 
aim at establishing uniformity, and an association makes a 
contract with us for the same products as its immediate 
neighbour even if it does not handle them, even if it does 
not look after placing or selling them. 

Qe Now, the period during which the contract ig in force 
pay Vory? Aa Yes, it ordinarily holds for three years ; 

Qs And it is renewable automatically? A. Yes, with 
a notice of thirty days. 

Qe Therefore, it is an undertaking for the syndicate 
Or the association to sell the products mentioned in the 
contract only to the Federee? A. To consign them to the 
Federee o 

Qe Are these products forwarded on consignment to the 
federee? A. They are consigned. 

Qs. What is the procedure followed on the occasion of each 
Shipment of products on the part of a Local syndicare? 

What documents are exchanged between the Federee and the local 
Syndicate? 

Qe There is a formal acknowledgment of receipt; it is 
during the basic selling period; there is at the end of the 
Selling period a remittance which is the market price less the 
commission we charge. We make our payments on products at 
different periods, Sometimes, we make payments every week, 
for instance, for eggs, butter, cheese, For other products, 
the period may be longer; as for other commodities, there 
is no set period we will pay when the product has been placed. 


Qe What will be the price you will pay? 
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A. The market price less the sale costs and less the 
agreed commission of five per cent, in certain cases; other 
times, it is a sliding tariff according to our costs and the 
expenses incurred to place the goods, 

Qe But that price will not be the price at which you 
yourself will sell the merchandise? A. It will be the market 
price less the sale costs. It will not be the 
market price, If the market price is $1 he will not get $1, 
it will be less the sale costs, The shipper Waa receive a 
Statement indicating the quality of the goods, the price 
charged, and what remains, 

Q» Are the prices charged fixed? 

Ae NO$ some are fixed and Ene are variable, We have 
set commissions for certain products; in, the cases) of others, 
the amount yielded will be about fixed but it may vary by 
one sixteenth or one thirty-second in the case of butter 
and cheese, for instance, 

Qe Under what conditions will it vary? A&A. According 
to the difficulties of placing the product and the costs 
incurred, 

Q- Is that determined in advance? Ae Yes, that is agreed 
to in advance and our prices are not definite, The price 
of the previous week is not a certaintynfor the following 
week; the price may be higher or lower, That will depend 
On the article received, its quality, the dif tacul: taior 
placing same. 

Qe If I understand correctly, you pay on fixed dates 
and you pay the market price of the goods they have shipped 
to you, after deducting therefrom a fixed conmnace aan in certain 
Cases or in others the selling costs? °- A. Yes. 

Qe And such selling costs are practically fixed and 
determined in advance? A. In certain cases they are determin- 


ed absolutely, as in the case of cattle. Federal regulations 
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determine that. In the case of certain products, it is a 
commission charge known in advance, let us say five per cent. 
In the case of other products, there is a price list according 
to the quality of the goods received and thd costs which the 
sale of same entailed. 

Q» Are the prices liable to vary? Ae Evidently. 

Q» [ understand that prices are liable to vary according 
to the quality of the goods because it is you who determine 
the quality? 4% Juste Nob us, 1bde the product itself 
that determines its quality. 

Qe How is the quality determined? A. The government 
inspector in certain cases, when there is an official grading; 
when we ourselves do the grading, we determine the quality. 

Q. There are certain cases where you yourselves determine 
the quality of the goods and you grade them yourselves? 

Ae Yes. 

Qe Consequently the grading is not done by the ordinary 
Syndicate? A.« Yés and nos You have syndicates that will 
grade their product before sending it; others will send it 
without grading and leave with us the responsibility of grad- 
me its 

Qe You yourselves will grade that commodity and it will 
be according to that grading that the price to be paid to the 
Syndicate will be determined? A. Yes. If you will allow me, 
I will give you an example. Take eggs. In recent years grad- 
ing organizations have been set up in rural district; they 
candle their eggs and ship them as suchas Others have no 
organization of this kind and they send us eggs we have to. 
Candle and grade. There cannot be any question of treating 
those groups on the same footing. It is in such cases that 
Our commission can vary. 


Qe Now, is that grading made with reference to the 
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generality of the products shipped at a given moment by a 
local syndicate? Ae No. The shipments, that again depends 
on the products, the shipments of each product are identified. 

Q. They are identified in what manner and as belonging 
to whom? &. To the individual member of the local. 

Qe In certain cases the product is identified as Helene 
fue oO: ea-menmper of a-local? fie VES 

Qe But in other cases, it is not identified as belonging 
GO Geta Vien member of che Local? 

Ha (Nose in the, case, ct butter, for instance, there ‘can 
be no guestion of the identification of the cream belonging 
BO cw De 1S) Ob DOSS OLe. 

Qe Yet that product is graded? Ae YOSy 

Qe. And that grading justifies you to pay to the local 
COoperavive a more or less high price depending (on the grading 
being more or less high? fe NGS. 

@. the price to be paid to the local will be a total 
PoLce paid Tor bhis, particular product to the hocal syndicate? 
Ae YOss 

Q@. iIt is possible for the local syndicate to know what 
is the portion of the shipment graded A and what is the 
portion of the shipment graded B that belongs to the members 
er the) local? Ae The portion of a shipment which is let us 
wey 10 per o6nt.of Noe 2 and 90 per cent: of Nos 1 coming 
from the same syndicate and shipped at the same oe cs 
determined and the syndicate knows what it has. For instance, 
in a shipment of butter, 95 per cent of No. 1 boxes and 5 
per cent of No. 2 boxes, in addition we tell what, in our 
Opinion, seems to be the cause of Sones: OF the 5. per 
cent. We try to do educational work in regard to Noe 2. 

Now, they cannot and we cannot say “the ten boxes of Noe 2 


belong to A, B, C or D; that is utterly impossible. 
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In the case of seed grain, the grain will be brought 
to a local cooperative, graded by federal inspectors and there, 
the individual will find again so much No. 1 and so much 
NO. os, and we will pay on that besis, 

BY MR. KEAUREGARD: 

Qe You identify the product whenever it is possible? 
Ae Yes, we do that whenever it is possible, 

BY MR. NADEAU: 

Q- Do all shipments reach you directly from your local 
associations? A» Ordinarily, yes. 

Q. Does that imply that you receive directly. trom 
individuals shipments of products which you are asked to 
sell, to dispose of in their name? Ae Yes, it happens that 
individuals send us goods and ask us to sell them. We sell 
them according to the same rules, according to the same 
procedure and with the same cost charges as if this individual 
was an ordinary member, We give him the same service but 
not with the same costs. When the commission is five per cent, 


we charge eight per cent to non-members, 


t4 


Qe If he is a member? Ae If he is a member, he gets 
his shipment ddentified by his local secretary and everything 
is handled as if it were the society. 

BY MR. BROSSARD: 

Q. On the same basis as if it were a syndicate product? 
Ase Yes, 

Qo Am T to understand that you do not receive exclusive- 
ly products coming either from local syndicates or from 
membe:s of local syndicates? Ae Farm products? 

ble Ves’. Ae Yes, it happens that non-members make Ship- 
ments to us.» ; 

Q. What, in your opinion, would be the percentage of 


business you do with non-members with reference to the 


purchase of farm products? 


-3169~ (Translation) Mre Bois 


Ae You mean receipt in consignment, because we do not buy 
them any more. 

Q«. Yess fi. The proportion, perhaps thirty per cent 
on an average, 

BY MR. NADEAU: 

Qe In such a proportion established in your books, 
in general accounting? A; To-day, yess 

Qc You make the distinction? As Yes. 

Qe YOu are in a position to give the exact figures? 
Ae Yes; the exact figure is 69 per cent of our operations, 

BY MR. BROSSARD: 

Oe be a Gheeratio of 30 .0nr 3) per cent? A. YeSe 

Qo They are consignments received from members other 
than your branches or from your branches themselves? 

Ae Yes, for more details in that regard, I have asked 
Mr. Martin to break down all that information. We divided the 
work, it is about 30 per cent, 

Qe When you sell those products which you receive 
on consignment, is the sale made by you as owner of the goods 
or is it made with an indication that you are merely acting 
as representatives of either the local syndicates or the 
members or the members of local syndicates. 
Ae Most of the purchasers with whom we deal know the 
organization and know that the product is not ours, and we 
do not find it necéssary to say "This belones or does not 
Petong to us"; we offer the article for sale, 

Qe How do you invoice the goods you sell? Ae To the 
buyers? 

Qe Yese Ao In the name of the Cooperative Federee, 

Q. Without any indication whatever that it is a product 
that does not belong to the Cooperative Federee? 
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Q- From the moment the product is delivered at your 
warehouses, - I still have in mind the product coming from the 
local cooperative syndicates, or the members of such syndi- 
caves or from non-memers, -~ from the moment the product was 
received by you at your warehouses, if it should perish or 
become damaged, on which will be the burden of loss, on the 
Federee or on the local syndicates? 

THE CHAIRMAN: .. legal question; perhaps Senator 
Beauregard will be able to answer more fully. 

MR. BROSSARD: I want to know if as a rule they assume 
foe 108s 0r if they pass it on’ to the local. I do not want 
to know what is the situetion in law; I am inquiring as exist- 
ong Lacte 

Qe Did it happen that goods perished or were destroyed? 

A. Yes, it happened that shipments were made to us of 
goods that were unsuited or badly packed or again potatoes 
that were frozen, The shipper is the one who bore the loss; 
we tell him: "Your product reached us in a damaged Cond werGn, 
it has deteriorated.” I could add this’: that in the fall of 
1945, when the stockyards were congested, we suffer losses 
which we assumed ourselvese 

@. I understand that when the loss was noted at the 
moment the product arrives at your warehouse, you charge the 
Hoss, in practice, to the shipper; and before it Has been 
delivered to the ultimate purchaser, in actual practice, (it 
is you, the Cooperative Federee, who suffers this loss, who 
assumes it? A. When it seems to us that we are responsible 
for this loss, that something is amiss with us, we will absorb 
it. If the loss is due to the state of the 2004s, that is 
not the same thing, For instance, we receive live animals. 
Yhose animals may or may not be healthy. If they are healthy, 


if they die before being sold, which seldom happens, because 
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they were neglected and we believe we are to some extent 
responsible, we pay. We never went into the question to deter- 
mine if we were legally responsible... 

BY (ME. PE AUREGARD: 

Q» You do not plead with WOOT LOCe Ley Aaah ae ails ae 
chickens, for instance. Chickens in bad condition have been 
Shipped and the quality fell off rapidly and they are in bad 
condition at the time of the gale, 

BY THE CHAIRMAN: 

Q- The tenor of the question ig this: Are you supposed 
to be owners? 

BY MR. BROSSARD: 

we ArO you in a position to explain to me this item 
appearing in this statement of operations for 1943 and which 
runs under the caption of "Direct costs": Insurance, $15,737, 
what kind of insurance is that? Ae In the matter of figures, 
I would prefer that you should call Mre Beauregard, our 
accountant, or Mr. Martin, 

@e I want to know what kind of insurance this is, 
fie We have insurance on cattle, No, it cannot be that. 

Qe Note well that in your statement of operations for 
1943, there are two insurance items: the general item under 
the caption of "direct costs" (15,737, and another item of 
general insurance under the caption of "general costs", $22 ,000- 

ii» We probably have under general costs fire insurance 
and the stock insurance covering our branches and our proper 
ties. Now, as for the other, I should like to see that account 
before making a definite statement. The other refers to general 
insurance. | 

BY MR. NADEAU: 

~« If you allow me hoo ravers to the question we were 


considering a moment agO« J understood you had produced the 
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contract passed between the subsidiary and the Cooperative Fed- 
eree? Ae DL believe so. 

Qe Have you the by~laws of the Cooperative Federee, 
because thiscontract revers to. the by-laws of the Federee? 

MR. BHACREGARD: We have produced the by-laws as schedule 
IV, but I believe there is only one, 

BY MR. BROSSARD: 

40 On this matter of insurance, you are under the im- 
pression that one part covers - that of general expenses - 
fire and stocks? Ay. Yes, 

Qe All stocks including those received on consignment? 

a. Yes, the broakdown of the first item of $15,737, 
before giving an answer that may not be accurate L should 
rather nov trust to memory. Mr. Martin will tell you exactly. 

Qe when a loss occurs, do you know to whom the insurance 
company pays the money? 

ee The amount of insurance igs paid) to us DP vthewloas 
relates to one of our properties or our stockse 

a Naas dO you;meen by. "your. stocks!t® 

Ao I suppose we have a fire that destroys stocks we 
have in storage, whether they belong to us or not, we are the 
onés who are paid, 

Qe And the shipper, the party who had forwarded this stock, 
would be paid not by the insurance company out of the proceeds 
Of the insurance but will be paid according to the procedure 
you indicated a moment ago at the end of the time allowed in 
the contract or of the time allowed by custom, 

A, You mean that we will pay for this lost or damaged 
product at the normal expiration of the period of time rather 
than wait until the insurance is paid? 

an COAL 16 iite «we It might happen that we would pay 


after the normal period, 
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%e In practice, is that what you know? A. We do not 
have fires every fortnight. 

we But there have been fires? A. There have been fires; 
we had stocks that belonged to us; that was not the same thing. 
When we supply the farmer with goods he needs, we purchase such 
goods, It is particularly in such cases that we suffered 
damages. As for. the others, we take out insurance on cattle, 

We charge a fraction of the amount we are charged. We handle 
that insurance ourselves, In that case, we pay our man if the 
animal died, 

Q. You pay that insurance? A. Yes. We make them pay a 
contribution of six or eight cents, 

Q- Part of the costs you make them pay constitutes the 
insurance premium? iy YVOs's 

Qo 1 should like to know at what moment you pay the 
farmer in case the cattle are destroyed, for any reason what- 
ever? Ae de pay him when we make a settlement for the whole 
shipment. 

Q. Regardless of the fact that you would have a claim to 
make against others? As YOS.. 

BY MR. NADEAU: 

Qe «are these really your by-Llews that are published 
Peroic little booklet? A. The by-laws concerning affiliation? 

Q. The by~laews of the Central or ganization? 

A. As for written by-law, we have virtually none; we 
follow the law, 

Qe Because by-laws are inentioned in your affiliation 
contract. You follow the provisions of the Act, but your 
central association has no by-laws. 

&e I see your pointe, In the case of an affiliation, 
the executive council has determined, in its minute book, what 


the association must be in order to be affiliated or nots Te 
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that what you want? 

“e@ Y@S.« 

A. I am sorry, they have not been copied. You have only 
an extract: thev can be procured Tor you's 

BY MR. BEAUREGARD: You will file them as Exhibit 5, 

Ao Y@S»o 

BY MR.» EBROSSARD: 

Wwe Lam going back a little, Among the affiliated members 
are there only syndicates, only local agricultural associa- 
tions, or are there also some federations of syndicates? 

A, We heve no federations; they are associations, 

Qe What are exactly the four hundred members mentioned 
in your statement? 4A, They are associations or syndicates 
the greater number of which are Syndicates of 75, 190, 150 
persons organized under the provisions of the £cte Now there 
is another association which has recently become affiliated 
and which collects the orders from the other associations, and 
we have been considering the groups which are organized 
under the Act and belonging to that association, 

Qe In respect of the shares of that association, which 
one is a member of the Federated? Hach one of the members? 

Ae The association itself, 

we YOU have in this particular Case, as member, an 
association which is itself a group of local syndicates? 

Aa, Yess 

we Which is the association concerned in this particular 
case? A. The Association of Chicoutimi, Lake St. John North. 
Qo How many syndicates does it include? 

.« Twenty-five, I think; syndicates or cooperative 
associations. 

%e What kind of cooperative associations? 


/ Ae Ordinary cooperative associations which, instead of dealing 
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directly with us, have found that it was more advantageous 
for them to get together and to deal through the other associa: 
tion » 

Q- They deal through theChicoutimi Association? 
fie YeS.s 

Qe The name of which is? <A. Chicoutimi Lericultural 
Cooperative Associationl and its head-quarters are at Lake St. 
John North. 

Qe As regards the Lake St. John North ASsociation, all 


the transactions you have just described are with the Chicou- 


Gr 
> 
B 
He 
ms 
0& 


Triculturel) ~SSociation?t Aue YES. 
Q» There is therefore no direct connection between 
derated Cooperative and the twenty-five or thirty local 
syndicates comprising the agricultural Association? 

As Not thirty, but about twenty-five, and we deal with 
the Chicoutimi Association; its job is to look after the 
orders and to ship the goods and that is where we send our 
own shipments. 

By ceiiow deal ike 11 the otheds? Vomrees 

ie On the same conditions? fie On the same conditions . 
In this case, we have made arragements taking into account the 
volume of orders. For instance, this association will buy 
presently ten carloads of seeds at this time of the year and 
will take delivery, In that case we give the benefit of the 
interest. For the rest, the procedure is the same. There are 
some rebates on big orders and this is not unusual, It happens 
Sometimes when an association gives a big order. 

Qe On account of volume? A. Yese 

Q. sre there any other groups of the same kind affiliated 
to the Federated? fo 6G ft can't say from momory, 7 don! 
remember, 


Qs I understand that the Federated Cooperative itself 
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has other subsidiaries than the cooperative syndicates and the 
cooperative associations? A. We have warehouses. 

‘ie In your statement, page 15, you mention the Dominion 
Hievator Company and the Canadian Live Stock Cooperative, 
Limited? A, Yes, they are two associations belonging to the 
Federated Cooperative, hamely the Dominion Elevator and the 
Canadian Live Stock Cooperative. 

Q- Ave they stock companies? 

so They have been organized under the Companies Act. 

BY MRe NADEAU: 

Qe Both of them? Seo ves noun. 

BY MR. BROSSARD: 

Qe And it is the Federated Cooperative which holds all 
the subscribed and paid up capital of both companies? 

Ae Yes-e 

Qe Entirely? A. Ent. rely. 

Q. What is the capital stock of the Canadian Live £tock 
Peoperative? A. That is wheat I am looking for. Dominion 
Elevator: issued, twenty shares of $100 each; authorized, 

400 shares of no par value. Canadian Live stock Cooperative: 
issued, twenty shares of $100 each; authorized, 200 shares 
of $100 each. | 

Qe How many directors has the Dominion Elevator? 

4eThere are five directors, all employees of the Feder- 
ated Cooperative, and they have endorsed their Shares to the 
Cooperative. 

Q. Is it the same in the case of the other company? 
Bay Yes. 

BY THE CHAIRMAN: 

«e While we are on the subject, in your balance sheet 
the capital stock is stated as follows: Common stock, 


$109,000, and I see that this is in the proportion of ten 


i 
s, 
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per cent, One of my colleagues is asking if ten per cent 
is the amount subscribed and paid-up? A. You are referring 
to the common stock, $109,345, in the balance sheet? 

Q> In your statement, you say: Common in the proportion 
of ten per cent. A, That is the paid-up common stock 
of the local assuciation, of which ten per cent is set apart 
at the time of affiliation and turned over to us. 

BY MRe NADEAUS 

Q» What are the purposes of the Dominion Elevator? 

A. Chiefly to act as silo and elevator operators, to act as 
guarantors when we give the grain in the elevator as collater- 


4 


ee tor. ai Dank Loan. 
BY MR, BEAUREGARD: 

Q. For banking operations under Section 88? 
Ae 198% 

Q. And you set your grain apart? Ba Yess 
BY MR. NADEAU: 


Qo in order Go comply with the Grain Act? A. Yes, and 


ct 
& 


ohganne Ac 

BY MR. BROSSARD: 

Qe Is it exclusively a grain elevator? A, They are 
called elevators, and they also make oeo 

BY MRe BEAUREGARD: 

Qo They make shorts. A. Yes, and feed, 

BY MR. NADEAU: 

Qo Are your subsidiaries participating? Ae At the 
year end, the balance sheet of the Dominion Elevator is 
consolidated with that of the federated. But you mean share 
participation probably? 

Q. Yes. Ae NO; 

Qo Does this Dominion Elevator publish an annual balance 


sheet? Be Yes. 
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Qe Could we get some copies? hu TES. 
BY MR. BEAUREGARD: 
Q. What is the exact nature of the operations of the 
Dominion Elevator? <A. The Dominion Elevator acts as keeper 
DL Our grains 
*Qe It is a corporation incorporated under the Companies Act 
and it has therefore its own purpose and existence. What 
is the nature of its operations? 
fe It receives and stores grain, feed, 
BY MR. NADEAU: 
Qe Does this grain belong to the menbers? 
A. No, it is grain purchased to supply local associations. 
BY MR. BROSSARD$ 
Qe Is it grdin purchased exclusively to supply local 


associations? Be No’ 


Q» Do you sell any to other purchasers besides the local 


x 


Fic) 


m™| 


associations? Ae Yee 

Q. In what proportion? A. In the main, as I was saying 
a few minutes azo, about thirty per cent, 

Q« To other people than members? A, Yes: cut of the total 
sold by both the Federated and the Dominion Elevator to our 
firm, at the mill, 275 oarloads out of 3026 went to ordinary 
customers. 

Qe That is customers who are not members? Ae Yes, none 
Members, plain individuals, 2,500 in round figures. to 
affiliated associations or to our branches, and 248 to non- 
affiliated associations. Now, as to the share of dominion 
elevator in. this, I would say that the greater part of the 
business with non-members is done by them, but I have never 
ascertained ite It could be ascertained, though. 

Qe You think that the greater part of the business with 


non-members is done by Dominion Elevator rather than by the 
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Federated? Ae DL anank. soy. 

Qo Are you in a position to tell us what is the volume 
of business done by Dominion Elevator? Ae Mr. Martin will 
give you that information. 

BY MR. NADEAU: 

Qe Are noh~menbers, dealing with Dominion Elevator, 
entitled to refunds or rebates? 

Ao When it. is an association which can become affiliated, 
we offer to credit its account with half the profits made 

in the preceding year if it is willing to join in the year 
beginning then. 

QeoYou ‘are referring to cooperative associations which 
pe wove biated? A, Yes. As far as others are concerned, 
we give private individuals, at the time of the sale, the 
same advantages as any affiliated association, but private 
individuals are not entitled to year end refunds, 

BY MR. BROSSARD: 

Qo Are you still referring to the Dominion Ylevator? 

A. The Dominio. Blevator and the Federated Cooperative in 
general. 

*. Have you any idea of the volume of business you are 
doing with non-members? 

Ae I would say about thirty per cents 
Qo Thirty per cent of your volume of business? As Yes, 
Qs Now do you know, while we are on this Ssutject, to what 


extent your subsidiaries deal with their members only? 


A» YOu mean local. associations? .. 
Qe Yes, local associations, Ae It is hard 'to say, 


However, T know of some associations which deal with their 
members exclusively. Others accept non-members very often 
because it is nearly impossible not to do so«w Take a place 


where there is only one butter or cheese factory, with 150 
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farmers in the district and 100 of them belonging to the 
association. Are they going to make the other 50 take their 
milk and cream to the next village? It is the same thing 

in the case of goods for occupational use. The association 
has a store with chemical fertilizers and feed to sell. A 
non-member farmer comes in. Is the association going to turn 
him down? As to the proportion, I couldn't give it to you 
for the local associations, I believe the Department of 
Agriculture is the only place where you can get this infor= 
Macion, AT itvis’ at ‘all available, 

Q. Do the local. associations keep a record of the sales 
they make to their members and to non-members? Do they make 
a distinction? Ae Ye@S>s | 

Qo. They must know? A. Yes. 

BY MR. NADEAU? 

Qe But through your system of supervision, by means of 
the service you give the local associations, dontt you keep 
tab on the situation? A. We encourage them to deal as 
much’as possitle with their members but they retain their 
self-management. I cannot give any percentage about it. 

Q@» You have no idea. Ae Tdea e.2. IL would say ten per 
cent, perhaps fifteen; it is pretty hard to say with some 
five hundred and eighty associations in the province, 

Q. Here is another rather direct question. In your 
Opinion, should the profits or surplus or Saving resulting 
from your business with non-members be subject to taxation? 
A. You are asking for my opinion? 

Qo Yess Ae On behalf of the Federated Cooperative? 

QO. For the whole. I am asking you this question because 
other statements from cooperatives suggested imposing a tax 
in such a case. Ae I do not think that profits resulting 


from transactions with non-members should be taxed when such 
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profits are made by associations which are practically 
obliged through circumstances to deal with non-members. JI 
mentioned a while ago the case of butter and cheese factories. 
When an association tries to drum up business among non- 
members or when it exceeds a certain percentage in this kind 
of business, it might be all right to impose a tax, On the 
Guher hand, one must take into account, I think, the efforts 
made by those groups to improve the technical or commercial 
education of their members and this is available not only 
to their own members but to everybody else; they give their 
services free of charge to all; they are ready to welcome, 
at any stage of their development, any farmer who makes appli- 
Catione 

Local cooperative associations are undoubtedly respon- 
Sible for several improvements in our farming methods and, 
to mention a more typical case, in the production of flax. 
When farmers were asked to take it up in the province of 
Quebec on account of the war Situation, our people grew flax 
and built cooperatives which ran into a lot of MORGCY 61 / hld 
the flax growers did not like to assume this raek, but 
haturally and necessarily they go to those plants to have 
their flax processed. Must the profits from this work be 
subject to taxation because of 25 or 30 farmers who do not 
want to belong to the associations? The same thing applies 
to butter and to seed grain. A score of years ago, there was 
no industry of seed grain production worth mentioning. 
To-day, we have one. The cooperatives have built it UP. 
Men with foresight have built it up at their own risks, and 
that is where the taxation of profits from non-members come 
in, when such transactions are unsolicited by the association 
but seem rather different to admit. 


Qe I suppose you are aware of the financing system called 
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"Revolving Door Fund". Is such a plan in the province of 
Quebec? <A. Here is what happens in the province of Quebec: 
When an association is organized, the whole of the capital 
needed is not subscribed right away, but only in’ part, Tor 
the construction of a butter or cheese factory, for instance, 
at a cost of 8,000; only four of $5,000 is raised, 
The liabilities will have to be paid and, in order to pay 
them, the association keeps, to the credit of each individual, 
the profits which otherwise would have been paid out to Hin 
and applies them to the payment of the liabilities; when the 
debt is paid in fuli, the profits are again distributed. 
That is the Revolving Door Fund, 

Qs Is it being used? aA, Yes, even by the Federated 
Cooperative. 

BY THE CHATRMAN: 

Qe Whet do you call it in Quebec? <A. We never Lr1éed. Go 
give it a name. 

BY MR. BROSSARD: 
Qo In addition to the Dominion Elevator, you have the Canadian 
Live Stock Cooperative? A. Yes; it is a live stock sales 
agency. It is the successor of a national organization 
established in the country in 1929and dissolved in Looe 
We have kept the organization and the name « Now, this 
association sejils live Stock; it receives consignments of 
cattle which it resells to those who need them. 

Qe Does it receive its live stock exclusively from 
members of the federated? 
Ae No, the greater part comes from Our members, 

Qo Have you an idea of the proportion purchased from 
non-members? A. No, Mr. Martin will give you the figures, 
i think it is 75 per cent from member S» 


@eDoes it handle the sale of live stock exclusively? 
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A. Yes, any four-legged animal. 

Q- Have you any slaughter-houses? Ae No. 

Q- Does the Federated Cooperative own any? <A. Yes, one 
at Princeville, 

Q- IG has none in Montreal? Ae No, not in Montreal, 

Qe Is the Princeville slaughter-house a big one? 

Ae Jt can handle about 1,500 head of cattle per week. It was 
built when, after the fall of 1943 and the losses incurred 

by the farmer on account of the congested condition of the 
markets, we decided to put a stop to the situation. 

Qe At “his Princeville slaughter-house, does the 
Cooperative buy exclusively from its own members? A. With 
regard to the cattle sent to it on consignment? 

Q- YeSo Ae Yes; a considerable portion of it comes 
from its members; it is supplied by a erouD Of farmers in the 
neighbourhood. 

‘Os You have no idea of the volume of business done at 
Princeville? A. I can give you an idea of it for the last 
Wears 

Q- Mr. Martin will be able to give us those figures? 
iw 1 OS» 

Qe Now, have you not also as subsidiary the Montreal 
milk and cream cooperative, registered? Ae Not since 
last March; it was sold, 

Qe Sold to whom? A. To an association called the 
La Laiterie Notre Dame. 

Q. It is not a cooperative? Ae No. 

Q. IS it a private enterprise? A. Yes. 

Qe A private enterprise which however was Operated by 
you as your personal property or as a distinct entity? 

Ae The milk and cream cooperative was purchased. when a group 


of farmers who had organized it failed to make it pay. The 
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cooperative operated it as one of its own departments until 
it was able to dispose of it, 

Qe You do not own any flour mills? Ae No. 

Q- What other enterprises do you own? <A. We have a 
Slaughter house «at Princeville, and a butter and cheese factory 
at Victoriaville. 

Q> That factory is not incorporated? A. No, it is an 
extension of the Federated Cooperatives We own a warehouse 
at Rimouski. 

Q: What kind of warehouse? A, IT should say, rather, a 
general store of farming products and occupational utility 
goods, with a few cold storage rooms. 

BY MRe NADEAU: 

Qe Do you handle a retail business in Rimouski? 

A. No. 

BY MR.BROSSARD: 

Qe Ico whom does this warehouse cater? . Aw To. farmers, 

Qe To farmers belonging to cooperatives? Ae To farmers 
who belong to cooperatives and to farmers who are not members 
of any there. 

Qe Does this store differentiate between members and 
non-members? fia NO; I would not say that, because our 
local managers have instructions to dispose of the products 
they have for sale mainly to our associations, but there is 
always the question of refusing at a certain time to sell 
to individual farmers or groups of farmers who are coming in, 

Q. Where is this warchouse you are talking about? 

Ae At Rimouski: 

BY MR. NADEAU: Qe Have you not a branch in Quebec City? 
A. Yess; we have in Quebec City a station for receiving farm 
products and for delivering occupational utility goods 


to farmers bringing in their produce, We have also in Quebec 
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city an establishment for the preparation of feed and the 
storage of butter and cheese. We formerly had a place for 
killing poultry, but we have to build elsewhere. 

At LaSarre, we have a similar establishment. In a word, 
those establishments were built to help the operations of 
| farmers and cooperatives in the districts where the ware- 
houses are situated, 

Qo What kind of products do you handle at your Rimouski 
store? A. Feed, chemical fertilizers, insect powders, binder 
twine, occupational utility goods, 

Qe Barbed wire for fencing? Ae YES. 

Qe If you are agreeable let us come briefly to the goods 
which the federated buys to resell to its members? As Yess 
Qe Are those purchases exclusively limited to goods 

intended exclusively for members of your federation or for 
members of your subsidiaries? A. We buy for our members the 
things they require in connection with the operation of their 
farms. Our operations are conducted in view of the probable 
and potential demand of the 397 or 398 associations; it 

em very aitficult to estimate exactly that demand. At any 
rate, we fail to do so and, in view of the fact that on the 
other hand we must offer a permanent service every day in the 
year, we buy more than our estimate of the potential demand 
at a given date; this surplus is placed at the disposal, not 
Only of members but of others. It represents more or less 
the same percentage I gave you previously. 

Q- Twenty-nine or thirty per cent? A. Yes. 

Qe Therefore, there is twenty or thirty per cent sold 
and resold to other people than yur members? 

Ae At the year end we make it twenty-nine per cent, 

Qe As regards these transactions, you buy and resell? 
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Qe You are for a time owners of the goods and you sell 
them to your subsidiaries? Ao Yes. 

Qe You do not buy for them, but you buy for yourselves? 
Ac Yes, that is right.in this sense that we are billed for the 
goods. I carnot ask a seller in the west to bill 300 associa- 
tions of the province of Quebec. We are billed ourselves and 
we pay the account, 

Qe On what terms do you resell, first to your members, 
and secondly tc your non-members? 

Ao We resell those goods after adding to the price what 
seems to us sufficient to meet our expenses and leave a cer- 
tain margin of safety. If that Margin is Loo inten) es ithe 
end of the year we give back to our members what We Di i¢ 
Can be returned without endangering the enterprise. 

Qo What mergin of safety do you require generally; 
what does it represent in relation to thd cost price? 

MR. BEAUREGARD: tI wonder if we are not getting into 
commercial statements likely to be detrimental to merchants. 
The Commission is entitled to have this information, and if 
4t wants it, I submit that it will obtain it. T wonder 
whether we are not entering the domain of exact trade methods 
where the law of competition plays an important part, 

We have no objection to answer the questions of the Commission, 

THE CHATRMAN: It is factual evidence, Here is the 


policy we adopted out west: the question may be withheld 


vi 


and the witness will- give the answer to the Commission, but 
the answer shail not be made public. | 

BY MR. BEAUREGARD: 

Q- Ignoring the question about the margin of safety 
in relation tc the cost price of the goods, you claim such 
Margin is adequate and you are able, at the end of the year, 
to distribute this amount to your members? 


A. When we fix the margin which we think sufficient to 
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carry us to the end of the year and allow for normal 
operations, it happens that we overestimate or underestimate 
rhe amount. 

BY MR. NADEAU: 
Qe Who decides whether the margin is adequate or not? 
Ae It is decided by the head of the department concerned, 
after discussion with myself, and then, if I deem it necessary, 
after consultation with the executive. 

Q@. The executive of the cooperative? Ay Yess 


Qo. And the subsidiaries consulted about this margin? 


Qe They are never consulted? Ae They have, at the end 
or the year, the right to express their Oplnvon Wand “durin s 
the year, when they find that something is too dear, they 
give us their reaction and we make an adjustment. We cannot 
very well consult our subsidiaries when it comes to fixing 
the margin to be charged for the distribution of a carload 
of binder twine. 

Qe But you can consult with your subsidiaries for the 
purpose of fixing what percentage of margin you will put on a 
such-and~such product? A. It-would be risky on account 
of the variations in the purchase price, 

Qe Do you include in that margin a provision for 
reserves? Ae We try to set a figure, a margin sufficient 
40 Gover costs, and also to meet general expenses. 

Q. Reserves? Ae No, we do not set our margin in view 
of a provision for reserves. 

Qo Do you make provision for a reserve for depreciation, 
bad debts? A. Absolutely. 

| Q» Do you make provision for a general reserve? 
&e Yes, we make provision for a general reserve, 
Qe How do: you provide for it? A. It is taken out of 


the amount left from our operations, both out of the sale 
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of farm products and from the sale of occupational utility 
goods. At the year end, there is a certain amount left, and 
the board of directors decides to allot so much Lor this, 
so much for that, and HO much for reserves, 

Q. With regard to the provision for reserves, are your 
subsidiaries consulted? 

A. Local associations are consulted when they come to 
the annual meeting; they have the right to approve or reject 
the balance sheet, but they are not consulted in any 
specific way, such as being asked: “Are you agreeable 
to our making a provision of s0 much for reserves?" What 
happens, is that the general meeting approves the need for 
reserves, and they make such provisions thamee res in their 
own business; and I must say that when there is enough, 
we are being asked to build a plant for the manufacture of 
butter or cheese containers, 

BY THE CHATRMAN: 

Q- Are there any protests against the reserve at the 
general meeting? w Nevers 

BY MR, NADEAU: 

Qe Has each association, each Subsidiary, an individual 
credit in your books for its share in the reserve, sither 
for refunds or for its active share? 

Ae When the associations, as happened last year, decide 
to lend us part of their refunds on which we pay interest, 
the amount is credited to each association. 

Q» [ meam reserves, <A. The general reserve is not 
allotted to any association in particular, 

Qe So that if, at any Sime. “vou had to dispose of 
that reserve, how would you make the distribution among your 
Subsidiaries? Ae We would try to establish -~ TI am 


merely expressing an opinion because the board of directors 
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has never considered the pssibility of going out of business 
~~ we wo.ld try to establish that distribution according to 
the number of refunds or rebates already allotted to our 
associations. To my mind, and speaking as a cooperative man, 
I believe is the best basis, 

Q- Based on quality ana quantity? Ae Yes3 now, we 
Still have the question of non-members to discuss, 

BY MR. BROSSARD: 

Qo Has a part of your assets ocen acquired with reserves 
or otherwise than with paid-up capital? A. Yes. 

Q» Part of your capital assets, for instance? Ae Yea, 

Qo Is it a major part of your assets which has thus 
been acquired with reserves rather than with paid-up capital? 

BY MR. BEAUREGARD: 

Qe The question is whether your capital assets were 
acquired otherwise than with capital? Ae I will explain 
the prosedure. When we built that slaughterhouse at Prince- 
ville, we paiu for it out of our Own resources, and our 
reserves are part of our resources, 

BY MR: BROSSARD: 

Q- In the case of the Quebeo warehouse, is it the same 
Piing? <A, Honestly, it has been there for such a long time 
that I could not tell you what happened then, 

Qs I understand that it will be possible to examine 
mr. Martin? A, A question like the previous one ya wie dal 
are asking something that happened twenty-three years ago. 

Qe On page 6 of your brief, you state: "Is it in 
the public interest that bona fide cooperatives be called upon 
to pay income tax; in the affirmative what taxe What is a 
bona fide cooperative? 
fe It is a cooperative which respects the essential 


Principles in matters of administration, interest payable 
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on the capital, distribution of profits? 

BY MR. NADEAU: 

Qe You are not afraid to use the word “ER OnLGS ir 
Ae Or of over-payments, 

BY MR. .BRCISARD: 

Qe Is there a difference between overpayments and profits? 
A. We consider the cooperative association the prolongation 
of the occupational activity of the farmer, and as agent of 
the;farmer, what is collected on his product, if there is any- 
wHing left at the end of the year, 10 is given back. to the 
farmer because, really, it was over-collected on his product; 
On the ovher hand, if I were the owner of the concern, I 
would keep the said amount and it would constitute my 
profits. It is the difference I make, 

Qe Now, when you mention overpayment, do you mean 
Only overpayment of the members of ate cooperative as whole, 
or the overpayment of sach member individually? 
i. LL doimothunderstand. 

pee When you speak of overpayment for the Cooperative 
itself, do you refer to the amount representing the difference 
between thd cost price and the sale price for the operations 
of the cooperative during the year, or the overpayment 
concerning each one? Ae din a@ society, the over- 
payment at the end of one year is the Overpayment on the 
whole, Every member is enrolled and his operations are 
entered in a book. It is easy to give him back what he over- 
paid; that belongs to him. Is that what you want? 

Qe Yes, ee the object of my question, but earlier 
this morning you stated that as far as products classified 
A, B, or CG, you, the Federee, were not able to identify 
the merchandise sent by each of the members of the local 


cooperative? A. As far as butter and cheese are concerned, 
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and I woncer how it would be possible; but in the case of 
other products, a distinction is made, 

Q» But not in every case? A»Whenever it can be done. 

Qo. For some products, it is not possible? Aa IG is 
not done for che se and butter, 

Q. Finally at the end or the year, are there some members 
of the cooperative who receive more, in the distribution 
or the overpayment than they were actually entitled to in 
£eSpeou..of the quality of the products they caused to be 
sold by the cooperative? 

A. Every member gets what he is entitled to for the quality 
and the volume of hig products, though I cannot establish, 

at Montreal, the quality and the volume of the cream sent 

by Mr. X. of St. Etienne to the PECADO Ys bho Tatler yea aop tre 
the box of butter to Montreal, - That is done at the local 
syndicate, 

Qe Is it possible for the local syndicate to do it where 
the member resides when the grading is done in Montreal, at 
your place? A. Yes, because our remittance is individualized; 
when it is possible for the syndicate to identify its pro- 
ducts or the shipments can be individualized, we succeed in 
identifying the product, However that is what we are 
endeavouring to do, Let us take the case of live stock; 
every animal is atamped. The shipment of a Single cooperative, 
hogs, cattle are stamped with the name of the individual 
Shipper, 


the Commission adjourned until 2.15 P oM. 
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AFTERNOON SESSION 

The Commission resumed at el 8 a 

HENRI BOIS resumes his evidence 
BY MR. BROSSARDs: 
Qe With re ard to the reserves, I would need some 
explanations. I think you stated this morning that it was 
the Board of directors of the Cooperative Federee which set, 
from year to year, the amount of the teserves to be establish- 
ed. Nevertheless, such decision of the board of directors 
is submitted afterwards for the approval of the members 
at the annual ineeting? Ae Yes. 

Qe Could you bell, however, on what principles the decis- 
lon of the board is based to set those reserves? 

Ae Such reserves are established for the protection of 
the agricultural Cooperative associations and OF ail the 
cooperative associations, of their general operations which 
among us are centralized, against all risks relating to that 
Kind of business, Also, according to our financial means, to 
fulfill the wish of the associations to impriove their acti- 
Vities or their cooperative endeavour by establishing better 
or new undertakings, not necessarily new, but better, for our 
financial means did not allow us to set up new undertakings, 
It is due to the wer, that we were almost forced to open 
the abattoir at Princeville and the box factory at Victor- 
jJaville, for there is yet much to be done to make odd 
activities of the cooperative more effective, 

Qe More effective in which sense? Ae In order to Bive a 
better service at a lesser cost, and to the benefit of the 
members, 

Q« With the intention, I Suppose, of extending your gati- 
vVities? A. Yes, with regard to occupational activities, 


€and in every sphere where we consider it necessary to introduce 
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our activities. 

Qe And to enroll new members. 
Ae To induce the farmers to establish cooperatives and see 
them coming to us freely; there is one point I wish to mention 
because you asked me what was prompving us to establish re- 
serves, When a group of non-affiliated cooperators need us, 
we never refuse them our assistance in the technical and 
commercial fields, and often we put our services at their 
disposal. We even went further. We have PreLveorred PoOunelD 
Some farmer groups rather than make hig Pear DIOL os, for 
instance, by selling properties to individuals, 

Oe EMG Anotecet. forthe. last. few years, were the reserves 
you have established for the last ten years, used exclusively 
for the purpose or were they used for other purposes? Were 
they not used, for instance, for the expansion of the oper- 
ations of the Cooperative Federee? 

A. When a reserve is established it is used necessarily, 
automatically. But there is something special, due to what 
I would call the limitations of our working capital, we eeu 
for instances “Lend us your / /mone y" § there was, however, 

in December, close to $300,000 shown in our balance sheet, 
deposited by individuals so that we may operate. 

Qo They are loans made to the cooperative by some of its 
members? Ae Yes, if you wish, and also perhaps by non- 
members. 

THE CHATRMAN: 

Qe You have others also, other loans? Ae YES« 

Qe L notice them in your balance sheet. 

A. The bank, the Cooperative Wholesale society; we borrow 
from the bank during our usual transactions. 

Qe And even in England? <A. Yes, the Cooperative 


Wholesale Society, in England, lent us some money. 
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BY MRe BROSSARD: 


Qe Mr, Martin will be able to give us additional infor~ 


mation concerning the balance sheet? Ae Yes, 
Qe Have you a copy of the brief? he VSS § 


Q. On pases 1 and 2 of the said brief you. quote excerpts 
of the Stevens Commission report? A. Yes. 


Qe Have you read those quotations? A. Yes, in the report, 


&D 
= 
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you aware of the existing economic conditions when 
the Stevens inquiry took place, which probably prompted the 
Said inquiry and which were still existing when the final 
report was made? Ao The agricultural aconomic conditions? 

Qe The economic conditions generally? 

Ae With regard to economic conditions in general. iL 
know only what is known to those who are interested in the 
business in general; however, in the matter of agricultural 
conditions, I may say that I am well aware of the conditions 
existing in 1935, 

Qo You know that at that time we were in the midst of 
an economic depression? A. I know we were in the midst of a 
depression and that the farmer Was unable to repair aie “oui 1d= 
ings with the proceeds of his farm, and that the average 
gross revenus of the average farmer of the provinee did not 
exceed six hundred dollars a year, 

Qe In your opinion the business, and inferentialiy. the 
primary producer bore the brunt of the depression? 
fe YES. 

BY MR. NADEAUs 
Q. And you are a farmer? 

BY MR. BROSSARD: 

Qe The manufacturers, middlemen and distributors were equally 
affected by the economic situation? A. I would not like to 
bring in those who are not here, but I may state, and that 


has been published, about an inquiry conducted in 1932 
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concerning milk distribution on the Montreal market, 

Qs In the midst of the depression? 

Ae Yes, I was then chairman of the Dairy Industry Commission. 
We found out that the market was holding firm and even, in 
some cases, had been extended, The situation of the milk 
distributor was such that any man, agronomist or not could 
realize some.profit, 

Qe To your knowledge, is it not true that the situation 
existing at that time, the economic conditions of 1935, 
have changed radically since then, may be due to the war, 
but that as a matter of fact they have changed? 

As The conditions have changed, it is evident, 

Qe fs it to your knowledge that certain recommendations 
made in the report concerning the duty of the government to 
the effect that a special attention was to be given to the 
interests of the consumer were followed by the enactment 
of certain laws and the application of same? JI refer in 
particular to the control of weights and measures, the 
BenurOu-or Wie quality of the products, the controle op ithe 
weight of the products, in short to ali that may interest 
and protect the consumer? } 

Ae JI know that something has been done; I would draw your 
attention to the fact that I know the agricultural cooper- 
atives better than I know the consumer cooperatives * that 

tam rather a countryman than a city dweller; that I am 

ero awere of what is going on in tae country than in the city. 
I know efforts have been made to remedy the situation revealed 
by the Stevens Inquiry. 

BY MR. NADEAU: 

Q- How many affiliated societies did the Cooperative Federee 
Gave sin 1955? Ae Ninety-five ,Mre Commissioner. 


Q- You have about 400 new? A. Yes, not quite 400, I 
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think. 

Qe What are the main types of agricultural cooperative 
associations among your affiliated societies? 

A. There is the butter and cheese cooperative to which is 

attached in most cases a warehouse where the farmers store 

the products they will need later on during the various 

Derivds Or the erop year’s in the spring, the fertilizer, the 
eeds; later on the feed, ete. 

The butter cooperative which at the same time is a sale 
and supply association is the most popular type. Some 
associations limit their activities to the making of butter 
and cheese and do not sell anything else. 

Normally, the farmer endeavours to establish an 
association which will answer all the needs of his farm and, 
in the province of Quebec, due to the system of farming 
necessitated by the size of the farms, the general situation 
of lebour, market and transportation, it is evident that we 
have farms on which production is deseribed; for instance, 

a farmer will have one or two acres of potatoes,faw acres of 
Cats and hay: he will raise fifteen, twenty, forty hogs a 
veel, he will havea» herd of thirty, forty cows. He has a 
variety of products for sale, which he cannot sell Locally. 
A cooperative is a necessity and for that reason, apart from 
the butter cooperative, he will buy e store, a warehouse 
Where his products will be graded, bagged. 

Qe Are the consumer cooperatives among your members? 

Ae Few rural consumer associations buying articles for farm 
Operations and which also have other activities became 
affiliated, but they are subject to the conditions applying 
vO the ordinary agricultural cooperatives and they are 
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Qo Have you any urban: cooperatives of distribution? 
A. Noe 

Q. Have you any cooperatives for \distribution of farm 

¢ 
implements? Ae Now A few associations may have attempted 
to distribute farm implements, but we have no cooperatives 
of distribution. 

Q- Tobacco cooperative? A. Yes, there is an association 
specializing in that branch; there are even two; there is 
the association at St. Jacques, for pipe tobacco and cigar 
tobacco. That association has reviewed the cigar tobacco 


industry which was down, and even without the increase of 


prices due to the war, the association has improved the 


Sonditison of its members, 


Q» Apart from the foregoing, have you any agreement 
With other Canadian or foreign cooperatives for your supplies. 
your purchases and your sales? 
Ae Before the war, we had agreements with the Cooperative 
Wholesale Society, the main English consumer cooperative, 
for the sale of our cheese on the British market. We have 
also agreements, contracts mostly with other cooperatives 
which, at a certain time, in other provinces, may have to 
Supply us with a certain product. However, these agreements, 
SGontracts, /are not very binding, 

Qe Have you any agreements with American Cooperatives? 
A. No, 

Qe Are you interested in export trade? A. We have 
SOld cheese before the war, 

Qo Now? A. Now, it is the Dairy Board, the special 
product board, 

Qe Would you refer to your brief, page 8, where it is 
Said that in general, the primary role of the cooperative 


is educational and also aocial,. It refers first to its 
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educational role and it is said: "Its primary objective is 
education of the primary producer as to the use of hig farm, 
the quality of his products, their grading, presentation 

and distribution," 

iy LOS. 

Q»- And on page 9, it is said: "Whether it is buying 
or selling, the whole purpose of the Cooperative is to make 
the operation profitable to its patron," 

Ae YeSe 

Qe Do you not think that there is a certain contra- 
StOuponr . By NOs 

Q. In the first instance, you mention the purpose of the 
Cooperative, and in the other case you give as its object 
its educational and social role, 

A. On page 9, when we say that "the whole purpose of the 
Cooperative is to make the operation profitable to its 
patron", I think we tend to eee cts that the Cooperative 
is more concerned and above all in helping those who come to 
it than in collecting more profits or overpayments. For 
eustance, every day, at our St. Paul Street office, farmers, 
cooperative agents or officials, even city residents seek 
Our advice on this or that -=- agricultural matters, always <= 
we have at our service people quite conversant with agri-n 
cultural matters and their advice is worth something, and 

we tell those inguirers what we think the most profitable, 

A cooperative manager comes to us and offers an order 
 & Gertain fertilizer formula that would sell, say, for 
$36 and for which the profits Woes be larger, and another, 
selling for $28, if we are of the opinion that the first 
does not sa that man, we will tell him: "Do not buy that 
formula, buy the second rather", 


Q. That service rendered to your patron belongs to the 
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economic order. When you say that the operation is profitable 
to the patrons, you mean that it is profitable in the economic 
sense. A. Yes, so that it may be more profitable to 
him. 

Q. You mention as object of the Cooperative certain 
economic advantages which would be profitable to the patrons. 
A. We say this: we consider the operation not according to the 
profit we will realize but according to the service the patron 
Will receive. 

Q- The economic profit the individual derives? 

A. according to the advantage he will derive, 

Q. Between the educational and social role of the 
Cooperative and the economic role or economic service the 
Cooperative will give, which one do you consider of prime 
importance or more important. 

A. My opinion is that the object of the Cooperative is to 

be of the greatest usefulness to its patrons; to train them 

in the technical way, social way, to help them also to realize 
that they must rely on an association to achiéve what they 
Cannot achieve alone, and with more advantages. 

"All our activities are based on that, and year in and 
year out, I muy add that hetween $30,000 and $55,000 are paid 
out in salaries to our employees who supply such information 
and if the Cooperative was my property I would be more stingy 
in that respect. | 

BY MR. NADEAU: 

Q« Have you a large staff assigned to that work? 

A. All our heads of branches give that information; we have 
also six or seven propagandists, all technicians in agri- 
cultural matters who meet the different groups, not so much 
to bring them to us, to affiliate them, but to help them 
when they are there; we have done so very often and we are 


fret doing it. 
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Qe Are there not in the province of Quebec, agricultural 
associations whose object is exactly the same, whose purpose 
is the education of the agricultural population? 

A. There are also agricultural colleges. 

Qe Is there not a large number of such associations? 

A. Yess I have been doing agricultural propaganda for some 
twenty years. Tell them “this or that should be done in 

such a way", even if your teaching is exact, precise, you will 
never have the same result that if you have a group of men 
working together in a definite enterprise and in which new 
technical information has been introduced; they will swallow 
it unknowingly. 

Qe It 1s in their economic, interest and at the-same 
time youjprotect their social interests? 

He ihey are inhabitants of the earth vand! like any body 
else they yearn for a reasonable standard of living. How- 


6ver such was not the case for the farmer between 1930 and 


-1959. I cannot do otherwise but take advantage of that need 


in their midst to make them better farmers and better citizens. 

Q.- And I imagine that it is for thet purpose that in 
1943 you have applied a sum of $30,000 to the pension and 
education fund? Ae For that purpose and another one also, 
That is another matter, We have established a reserve of 
$30,000 to cover unforeseen expenses of propaganda and 
educational movements; the main purpose was to get the 
necessary money enabling us to derive the greatest possible 
advantage from the social and economic security laws for the 
055 employees of the Cooperative. 

Qe May I ask you if the said sum of $30,000 put in the 
reserve in 1943 was used for that purpose in 1944? 
Ae Nos 


Qe It is stiyzl in reserve? Ae We are awaiting the 
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application of the law. 

Qe Now, according to your balamce sheet of 1943, it 
is the first time that such a reserve was established? 
fe LSS, 10 is ‘the finst opportunity the farmers had to help 
those who had worked for them for fifteen, twenty years. 

BY MR. BROSSARD: 

Q. Coming back to ny question, would you tellus if, 
in your opinion, the main object of the Cooperative is an 
educational and social role, or if it is an economic role? 

A. It is an educational and social role, and ineidentally. 
because we live on the earth, economic teachings are algo 
given. 

THE CHATRMAN: Q. Where do you teach the principles 
of cooperation ? Have you any schools? 

Ae There are agricultural schools where cooperation is part 
of the curriculum; there is an agricultural school affiliated 
with the University of Quebec, where cooperation is taught; 

in Montreal also,there is. the Conseil Superieur de Cooperation 
composed of representatives of the different groups; there 

are the agronomists in general in the province who teach 

the cooperation; there are also our own activities. 

We attend meetings and we give explanations. 

Q@. Do you use reserves for that purpose? Ae No. 
Between $30,000 and $35,000 are spent annually for educational 
purposes, and the said reserve of $30,000 was established 
Matuiy for the purpose of creating a fund that would be - used 
when the government will ask us to take part in social 
security enterprises for our employess. 

BY MRe NADEAU: 

Q. Does the Department of Agriculture have a service 
to that effect? A. Yes . I appreciate the service of the 
Department of Agriculture or the cooperative propaganda 


Service, 
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Qe Do you cooperate? A. Yes, absolutely, we cooperate 
with those people and if I can appreciate their work, I am 
altogether satisfied with it. 

BY THE CHAIRMAN: 

Qe Did the province help you in another way, in a more 
conerete way maybe? A. The province paid propaganda ex- 
penses for some years, up to 1936 or 1937; afterwards the 
province did not give anything. Actually we do not reoeive 
anything. 

BY MR. BROSSARD: 

Qe When you say that the province has paid, do you mean 
te your cooperative or in a general way? A. The province 
has reimbursed costs of propaganda or salaries which we 
would not have se. 

BY MR. BHAUREGARD: 

Q. When you did not have the means to do it? Ase YES. 

THE CHATRMAN: 

Q. Did the provincial government guarantee your loang? 
A. The government guaranteed the loan from the Cooperative 
Wholesale Society. 

Qs For $400,000? A. Yes. 

BY MR. NADEAU: 

Qe Did the govérnment previously grant such subsidies to the 
Cooperative? ‘A. The government reimbursed the Cooperative 
expenses incurred by the latter at the request of the 
government since 1930. 

Qe Involving large amounts? Ae Yes, there is a rather 
large amount, because when the revision of the act was made 
in 1930, the government admitted that its intrusion in the 
business of the Cooperative from 19ac LOuL 980 had not been 
very advantagsous to the cooperative; the government admitted 


its responsibility for the losses incurred and pledged itself 
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to pay them, 

Qe What amount was paid? As I could not give you the 
exact amount; I think that Mr. Martin has it, $480,000. 

BY MR. BROSSARD: 

ae Would it not amount to nearly a. million? Aas? bCOS 
not think so, if you add everything. 

Qo Was there not an act passed in 1939 referring to an 
amoun., either guaranteed or advanced to the Cooperative, 
oF approximately one million dollars? 
A. The act which was however abrogated the following year. 
That was in the preamble; I think it was said generally-- 

Q. Would the amount that the Cooperative would have 
received or otherwise be about a million dollars? 

As To total up, I would have to add the amount paid 
for propaganda purposes, and add that to the amount of 
damages, if you want to consider that, 

Qe Again on page 9 of your briel, about the end of 
the page, you state: "The third reason derives from the fact 
that ‘the net eee of theCooperative is neither a Proris 
nor an income within the meaning of the law." Is the 
word "Cooperative" that you use there, intended in a general 
sense? As Yes. 

Qe You ere not referring particularly to the Cooperative 
Federee? A», No. 
Qe What act are you referring to in making this statement? 
fe To the Income Tax Act. 

Q> Could you, again for my own information, tell us 
what you mean by a profit, by an income, under the Income Tax 
ACt? &e [I told you this morning the distinction that I 
made between a profit and an overpayments I consider that the 
Association, if you are asking for an OplnioNn, now, ib 16 4n 


Opinion in respect of legal terms. 
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THE CHAIRMAN (Text): Mr. Brossard, I would like to 
tell you that in Ottawa, that is known as the sixty-four 
dollar question, 

MR. BROSSARD: Well. perhaps Mr. Bois will go into the 
sixty-four dollars. 

WITNESS: (translation): What is left to the Association 
could be compardd with the amount which would be returned 
by a man to whom I would have given $10 to go and buy me a piece 
of machinery at the village, which piece would have cost him 
$7, and who would return to me $3 with the piece of machinery. 

BY MR. NADEAU: 

Qs. If the mau to whom you gave $10 to buy a piece of 
machinery establishes a factory and makes the machinery, 
would you not consider that as a profit? Do you think the 
whole transaction would not result in a profit, owing to the 
fact that you use both capital and labour, and that by 
combining the two, an implement is evolved. 

A. In order to make a profit for himself, he would be 
obliged to sell to me at a higher price than he paid. 

Cero Vere nob 4 “proiit. Tor him? 

fe) rons te the owner of the business and Tiere riie 
general expenses, his direct expenses, are paid, something 
fe ler> to him in addition to the salary he eives himeeif 
pera director, 1 would call that a profit for him, 

BY MR. BROSSARD: 

Q. From what source are taken the various figures that 
you have quoted in your brief that is those you are giving 
On page 5 where it is stated: "It is estimated in general that 
in 1942, 620,000 Canadian cooperators' did $257,000,000 of 
business and collected a net revenue of $25,000,000"? 

A. That was taken from the Year Book, 


MR. BEAUREGARD (text): Inasmuch as this question is 
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concerned, I should take my responsibility. I have taken 
the figures on page 3 from a booklet prepared by a group 
asking for the taxation of cooperatives. That is a valuation 
of all the volume of sales of%257 ,000,000 for all cooperat-— 
ives during one year in Canada, with a profit or .Denelit.of 
$25,000,000 out o. the sales of $257 ,000,000. 
MR. BROSSARD: For the year 1942? 
MR. BEAUREGARD: I think it is, yess 

BY MR. BROSSARD (translation): 

Q>» And the amount of $40 referred to, is an average? 
fs Lb.is &-di vision. 

Q. It is an average likely to vary substantially on the 
more or less side, according to the individuals? As Yess 

WenOO Dasevle, you state in paragraph 4, that: "The 
cooperative adds to that Stabilizing element, in that being 
a Simple instrument of service it does not «reate any 
artificial demand, It contributes to maintain what in 
business language is known as an orderly market." What do 
you mean by artificial creation of demand? 
A. High-pressure salesmanship. 

Qe Would you not agree however that the cooperative 
is interested in an increase of its demand, nevertheless? 
A. As far as it seems normal and sound, we will support 
it, but as soon as production appears to exceed the normal 
demand, we try to cheok the supply of products. 

Qe How can you, at the present time, check supply? 
Ae By telling people what is up, and calling upon their 
business sense, The particular feature in farming is that, 
first, the debit side of a farm is something that is Spread 
Over many years and does not stop immediately. It takes a few 
months before you have a milch cow. During all that time, 


Woll, the milk is coming, and it is impossible to stop it, 
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Qe Does it not follow from your statement that the more 
the cooperative movement will spread ~-and expand the more 
stability there will be in supply and demand, according to 
you? A. Yes. 

Q. To what degree do you think it would be advantageous 
for the population of the province and of Ganada that the 
cooperative movement develop? A. It is very big problem. 

THE CHATRMAN: That is the question which was asked Mr. 
Good, in Ottawa, the other day. He promised us an answer 
LeGer on. 

WITNESS: I believe it would also be wiser for me to 
think it over a long time, 

BY MR. BROSSARD: 

Qe On page 14, you are referring to the cooperative syn- 
dicates, paragraph 5; "They apply the following cooperative 
Principles: (a). One vote per member,” Is the same principle 
applied to the Cooperative Federee? As Yes, and it works 
as follows: there is here a varticular feature which must be 
known. Our local associations, when they start, choose 
between two methods of subscription: $50 or $100. The 
subscription is the same for all nembers 3 it is the same 
amount. Now, the law requires them to pay ten per cent 
of their paid up common stock to the central organization. 
Our shares are of $25. Suppose a $50 share in the local 
association and a $25 share in our organization: it takes 
five members to have a vote and, finally, the number of 
votes allowed to a local association is in the ratio of its 
number of members, There is still the matter of the $100 
association and the $50 ones. There are very few $100 
associations. 

“Our position is as follows, and there are minutes: 


Many years ago, by a resolution passed at our annual meeting, 
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asking the government to change that mode of voting and to 
allow one vote per member of each association affiliated 
with us. 

im the Local association, there is ne’ distine tions tt ds 
one man, one vote; and in our organization, that is repre- 
sented by the ownership of a certain number of shares, but th 
number of shares.is.-in relation to the number of members 
Of the association. 

In the second stage of the associations, there is fre- 
quently an attempt to adjust the association element and the 
business element, so far as the control’ Of the central 
organization is concerned. That is done more particular ly 
in England, 

BY MR. NADEAU: 

Qe Ls there a vote by proxy? Ae Noe 

BY MR. BROSSARD? 

Q- In the same paragraph, on page 14, on the subject 
of cooperative principles, you refer to the education of the 
cooperators. I would like to know exactly what the cooper- 
ative does with respect to the education of the cooperators 
what are the real purposes of this education? 

A. The answer is given in the small pamphlets 
already filed. 

Q.- In schedule 4? A, Yes, A list of our educational 
activities is given there, 

Q- But no figures, no amounts are given; you do not 
State what proportion of your revenue is applied to these 
ends. Ae Undoubtedly, we spend money; as I said a 
moment ago, we spend between $30,000 and $35,000 a year. 

But that is not all; one must take into account the time, and 
therefore salaries, devoted by the officers of the societies, 


the employees, the heads of departments, to discussion with 
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people to induce them to make a transaction, a purchase of 
goods for occupational use of a higher standard than what they 
had in mind when they first came in. 

Qe» Would you say there is a difference between the ends 
to which this sum of $30,000 or $35 000, spent by you, is 
appropriated, and the ends which private enterprises or 
corporations have in mind when establishing a research fund, 
enabling experts to perform research work or when setting 
aside certain sums for publicity purposes? 

Ae With respect to research work, if the result of the 
research work is made available to the public, if the public 
benefits by it, then it seems to me, they are inspired by just 
about the same spirit. If the research work is intended to 
benefit the enterprise only, then, in such a case, it would 
not amount to the same thine. 

As for publicity, 1t is done to promote sales, We, on 
the other hand, carry on publicity to enable the consuming 
farmer to buy and sell more judiciously, to do better work at 
home. 

bw lovaeli more. judioiousiy,. 18 to sell more? 
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Ae You would have to examine as many 
farmers, to find out what each will be able to dos You 
tay 2 rew oOuavOe Ss: Bt a. cost price of -25 or 50 eente igus 
Q. It is not necessary that he should sell more, but 
at a better price. Ae No, not necessarily more, but so that, 
When he comes- to sell, he will offer his produce in such a 
Way, of such a quality, that he will find a buyer at the 
Iharket price, but at the highest market price at that moment, 
Qe On page 15, paragraph 9, you state: "Affiliation 
Obliges the local cooperative to do its buying and selling 
through the Quebec Federated Cooperative”. In the licht 
of what has been said this morning, I think that you should 


add "exclusively", 
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A, There is the letter, and there is the spirit. If you 
take the contract as it is, you may come to the conclusion 
that it amounts to an obligation, or even, that a penalty 
is provided, What happens in practice? We learned that it 
is useless forcing péople to be cooperators, and the contract 
is there much more for the purpose of reminding them of their 
obligations than as an instrument of punishment. 

Qe In other words, it is not always respected and you 
exercise a certain tolerance with respect to the violation 
Or the “individual ‘contract. 

THE CHAIRMAN (text): There is an English expression 
for that, Mr. Brossard -- “or else", 

BY MR. NADEAU (translation): ; 

Qe This box factory you were referring to ig located 
at Victoriaville? Ae ress 

Q. Does that factory represent a large volume of business 
for the "Federee"?® A. We sold last year, if I remember right, 
400,000 boxes, This would Gian Out au, 2... iaepolossge lor 
taking up time. The total value of these boxes amounts to 
$169,240.48. 

Q. Do you sell to your members, exclusively? 
fieWe decided to embark upon this enterprise at the solicita- 
tion of certain officials of the Ottawa government who feared 
a shortage of boxes due to the increase in the production 
of cheese and butter, and when it was decided, -+ this is 
entered in the minutes of our 1942 annual meeting -- it was 
well understood that it was to be exclusively a service enters 
prise and, ever eines att hes hardly been able to make ends 
meet, year after year. We wanted to place it at the disposal 
of cooperators in need of good boxes at a reasonable Price. 

Qe Do you sell mainly to your members? A» We have sold 


mainly to our members and, at the same time, we were being 
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told that there was a shortqge of boxes in the province of 
Ontario, We sold fifty-five Car igeds, I think, in the 
province of Ontario. 

Q- Do you keep ee ana accounts for your clients? 

&. In the case of a service enterprise such as this, we 
deal with everybo y on the same footing. 

Q. Members or non-members? 

fe Yes. The gestion has not arisen Or ee) Cones 
stated, we just make both ends meet. 

Q. Have you other services of the same type, having to 
do with manufacturing, the conversion of raw materials into 
mosniehed’ product?” ‘i. Yes, here, in Montreal, we prepare 
mixtures of fodder plents, part of which come from these. 
lucal associations, these cooperatives, to make mixtures 
my BD, OF on St. Kmbroise Street, in Montreal, we also 
prepare feed stuffs intended for live stock, such as hogs, 
cows, and we, there also, grind grain, incorporating in the 
feeds the ingredients necessary to make a balanced feed, 


Qe Do you sell to the trade? Ae Yes, we sell to the 


trade in the ratio or - I do not know if it is | ten per cent: 


they are non-members. There are some associations which are 
not members and that makes a difference. 

Qe Have you any subsidiaries besides the Canadian Live 
Stock Association and the.Dominion Elevator? Lie NOe 

Qe Are you interested in any other limited company or 
cooperative? Do you hold stock, or shares? | fo No, 

Qe I see on page 3 of your statement that you Sive the 
volume of business of cooperatives in Canada for the year 
1942. Do you know what is the increase in 1943 over 1942? 
em Yes, —in ‘rovinee,. 

Q» [ “Staken, correct me if I am, for 1943 
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he Jr is quits possibile. 

Q. Have you any business relations with the Caisses 
Populaires in the province? A. Some local associations do 
business with them and we would like to, 

Qe DO you, as central organization, or do the ‘subsidia- 
ries, deal with ritual insurance companies? 

Aa We “Ourselves: have not, so far. As to the subsidiaries, 
I do not know. 

Q. Have You ‘any ‘competitors, in the same kind of business 
as the cooperative federee, in Montreal; have you any 
Sompetitors here’? Ae People who buy cattle and Tfeeq? 

Jen. i the trade? Ae Any amount. 

Q- Does the competition from these enterprises affeot 
your business? Ae We have never complained. 

THE CHATRMAN; Have other people complained? 

THE WITNESS $* Yes, 

BY MR. NADEAU: 

Q. What are they complaining of? Ay (ins LOSe er peso, 
when we started making feed, we printed what it was made of, 
Loe wneredients it combained, the composition, andy ian 
that time, it can be stated without fear of contradiction, we 
brought about a decrease of five, twelve and fourteen 
MoOLLares vin ithe price ver’ ton. 

AS regards) the chemical fertilizer industry jacitie 
time of the Stevens investigation, people in other provinces 
make comparisons and found that fertilizers were cheaper 
in Quebec, It was proved that it was due to the activities 
of the Cooperative Federee. 

When, in 1942 or 1945, some buyers obtained from the 
prices and trade board a wider margin of 1/16 of one cent 
for the handling of cheese, we raised no objection, but, at 
the end of the year we added the sixteenth of one cent to the 


usual rebate, 
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Qe Is that what they complain of; that you have brought 
about a reduction in price? 

Ase I do not know what is making them touchy. 

Q- You say that your commercial competitors are making 
complaints? Ae I did not say they were making complaints; 

I said that we ha’~s never pomp lala it. is the order in 
council which leads us to believe that somebody made a 
complaint against us. 

Q. Have you any certainty in that respect? A. Moral. 

Oe MOT aL OF) ‘se 64 A, Definite, 

QeWhat price policy do you follow in selling and buying, 
in fixing prices? A. You mean in dealing with farmers? 

Qe YeSe Ae We try to sell at current prices as much as 
possible, in so far as we do not feel that the current price 
is too high. That is what happened in the case of binder twine: 
a few years ago, when it sold for 16 cents per pound, we 
reduced Bee au as we thought it too high. Nowadays, 
as much as possible, we stick to the prices, in order not 
to provoke unnecessary hardships and too much iil-feeling. 

QeDo you require cash settlements? A.From our sub- 
Ssidiaries, thirty days, Now, you know how it is in farming: 
you know that you start in the spring and have to wait 
until September or later for results, and when an association 
seems to be doing well and its operations are normal and sound, 
we wait. 

"When the association is new and has to face the 
difficulties of initial expenses which are always heavy, 

We may help it, but our general policy is this: to try and 
make our people pay cash. In farming it is probably more 
difficult than elsewhere on account of the seasonal character 
of the production. 


Qe Do you sometimes extend credit to local assoeiations? 
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Q. Do these credits reach a big amount from year to year? 
Ae Altogether, for 300 associations, it represents a fairly 
big amount; however I would say that the average, at a guess, 
is ne > more than six to seven thousand dollars. Some associa-~ 
tions exceed that amount; some pay.cashe 

Qe I see on the liabilities side of the balance sheet 
a loan of $486,666.67 from the Gooperative Wholesale Society. 
As Yess 

Q» Would you kindly explain briefly the reasons for thet 
loan? <A. It was in 1934; the Association was thm at the 
bottom of the depression and so was farming; funds were needed 
and, under an act passed in 1950, if I remember right, in 
Quebec, the government had been authori zed to borrow up to 
six thousand or seven thousand dollars, I do not remember 
exactly. Then, at that time, they purchased sterling in 
mgland from the cooperative wholesale society and the 
Clydesdale bank. The latter has been paid in full since ané 
the cooperative wholesale society in part. We have this amours 
2rom 1%; that°-is all, 

Qe Do'you export? Ae We used to sell before the war 
several thousand cases of cheese to the cooperative wholesale 
society. Since the war, the sales have not been handled 
bY US « 

Qs. iI see there are two classes of shares, preferred 
and common. Is there a limit to the number of shares a person 
fey hold, as regards preferred shares? Aw No. 

@. There is no limit? <A. No, the stock is non-voting, 

Qe But there is no limit to the amount of preferred shares 
a person may hold? Ae No. 

Qe Are any common shares held by individuals? As Yes, 


there ars still a few common stockholders from the 1922 to 
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—-3214- (Translation) Mr, Bois 
1950 period,who refused to convert their common shares into 
preferred and they number twelve hundred. 

Qe Do you pay ineerest? A. We do not pay a cent 
On capital nor do nearly all the local associations. 

Q» Is there a limit to the number of shares which a local 
sesOctation may hc d? A. Yés, it is) dimtted’ to tem per “cent 
of its paid-up capital, subject to increase. In order to 
increase its common stock, it must increase its membership. 

Q. From the nature of your capital set-up, would it be 
Pe pone sh say that it is your local associations which 
control your central organization? 

Ae Absolutely; that is mathematically proved. 

THE CHATRMAN: I can see that your investments include 
some dominion bonds. What about the inter2st on these, 
how do you handle it? Is it a profit? 

THe WETNESS? Ib is a profit; I’ ¢annot- say that Ie0is 
an overcharge, I must Say that this Ls into, 

BY THE CHAIRMAN: 

Q. There are some mortgages? A. Yes, mortgage loans, 

Q. Apparently you get the interest? A. Yes, these 
mortgages were taken following advances to different 
associations and they pay interest on them, 

Q. You receive interest payments to the amount of 
$146,000 a year. A. That is right. 

Qe What do you do with that interest money? 

Ae it is put into general reserves, I would say} we do not 
identify it further, 

BY MR. NADEAU: 

Q» Do you think that in order to maintain -- this is 
merely an opinion -- the efficiency of the cooperative systen, 
one Should grant the cooperative system privileges of any 


kind? A. No, 
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Q- Privilege of tax exemption? A. In that case you will 
have to consider whether we make any profit. 

noe Whether you make any profits? Ae You will have to 
consider whether, for the good of farming, the use of profits 
from non-members, for instance, should be taxed, There is a 
certain question c* fairness in that in my opinion, I would 
says. -You are asking-for an opinion? The association belongs 
to the farming associations which, in turn, are the property 
of farmers and the extension of their Ach intiea. 

‘Local associations, left to themselves, are nothing, 
and the situation of the farmer would be worse because 
competition would be so much more dangerous on account of 
being established on a lower plane. Two farmers may compete 
With each other, but when it comes to two associations of one 
hundred members each and competition results in price re- 
ductions, things are getting more serious. It is the same 
for supplies. 

A local association is hardly able, .unhlessd ite he vor 
considerable size, to get all the equipment needed for 
processing raw materials into useful goods. Take feed for 
instance. Somebody has to make it, and local associations 
thought that they would protect themselves in the provincial 
field by creating out of themselves another association 
which would play the same part as the local association in its 
OWn field; but in actual fact all this is affected by con- 
ditions and investments, competition, ete,., enter rsh Grit. 

Qe I understand that you are exempt from provincial 
taxes, but do cooperatives pay municipal taxes? 

A, There must be some municipalities which tax local 
associations, I am not sure. 

Q-+ But you pay municipal taxes, as a general rule? 
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BY MR. BEAUREGARD; 

Qe With the Chairman's permission, I would like to ask 
the witness a question. It is also a matter of Opinion in 
hy case, Mr.. Bois. Do you believe that in the cooperative 
system of which the Federee ig the centre, it is possible 
not to tax the loeil association while taxing the Federee? 
SO you think that the local cooperative would be affected by 
the tax imposed only on the Federee itself, if that tax were 
not imposed on the local association? 

Ae Yes, last year, we distributed - I am speaking from 
memory -.some $200,000 in refunds, If those refunds had not 
been paid out to our associations, the latter, in turn, 
would have been obliged to fend entirely for themselves and 
afterwards charge the farmers so much es. because they would 
have ] acked the reduction which our activities produes in 
our operation costs, 

MSE POU teshus. you. tax the, local association, and if the 
jatter is taxed, it will give less to the farner,.,and 10. is 
the farmer who will bear the whole brunt. 

BY MR. NADEAU: 

Q. Could the cooperatives be run at cost? A, It would 
be very risky you would discourage an initiative which has 
done a lot for our farmers and for the best among our farmers, 

BY MR. BEAUREGARD: 

Q» I am quoting your reply; you say: “which has done 
meeOou for the, farmers." » Can you give some conerete examples 
Pathe provinee,of Quebes, where ee benefits have been 
particularily noticeable? As As far as the production of 
seeds is concerned, I pointed outthis morning that there was 
no organized seed production in the province until the 
cooperatives set to work, until we set to work. Each man 
grew seed, and there were countless different grades, 


We have induced our cooperatives to select for the 
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production of seeds only varieties suitable to the bulk 

of Quebec farmers. It happens that the seeds coming from 
Quebec, due to certain conditions, the soil where they grow 
are superior to other seeds. It is one instance where due to 
the production of such seeds we have had a certain influence 
on the welfare of agriculture. It would be well to mention 
also the costs; binder twine, etc., etc. 

Qe I refer to districts where the development of farming 
was outstanding due to the cooperatives? 

A. There were localities which did not produce any potatoes; 
that type of farming was introduced by the cooperatives in 
the best suitable district. Why? Because each farmer could 
not produce enough to buy a sorter and to bag his product. 
They worked together, obtained warehouses, secured the neces-— 
sary machinery, sorted locally the potatoes and learned to 
produce under the best possible conditions, 

Q. To which districts do you refer? A. To the dis- 
trict of Frontenac, the district of the Laurentians, 
1'Annonciation. 

Q. With reference to the raising of live stock, have 
you any typical examples? 

A. We were never very much interested in the matter of 
Selection of breed, With regard to the milk industry, through 
the butter and cheese factories, we have induced our members 

to produce a better product and to exercise a mutual re- 
Straint; because they are patrons of the cooperatives they 
ao not want any one to bring in bad products that would 
Spoil the whole RePairs they are all interested, 

Q. In your opinion, is the margin of twenty per cent 
allowed by the present act with regard to the share of trade 
of the cooperatives with non-cooperators, sufficient? 


A. In many cases, as far as agricultural cooperatives are 
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concerned that margin is not enough and, if it were applied, 
it would close the doors of the cooperatives and losses would 
ensue. 

BY THE CHAIRMAN: 


( 


Qe In the United States, such margin is higher? 


A. I think there is a difference of five per cent. As far as 
we are concerned, it would create quite an administrative 
problem because we have to foresee the equipping of 44,000 
farms with articles required, The demand for such articles 
is subject to weather conditions which are beyond our control. 
However, from year to year, we are progressing toward a4 
HECLATLCATLON » 

BY MR. NADEAU: 

Qe Are you soliciting such operations with non-members? 

A. NOt. at alls 

OQ. Uould you pub a stop. to them? As i6) Wouid De eather 
Citticult., Lorsnaving been for many years the purveyors, (ror 
certain purchasers, of rationed articles and subject to 
regulations, we would be asked to carry ons 

Qo Because you were the purveyors of certain articles 
when the regulations and control were put into force, and 


y 


because the customer was forced to keep on buying from his 


= 


Meuel purveyor, you should carry) on? Ae YeSe 

BY THE CHATRMAN? 

Qe You would not recommend that the act be amended 
so that the margin of 20 per cent could be increased? 
Ae Yes, I would recommend such an amendment for there are 
certain types of cooperative activities which adapt themselves 

tO that waregin of 20 per cent others do not, 

BY MR. NADEAU: 

Qe In your dealings with the non-members, could you give 
the same advantages offered to the members? 


A. We offer to the non-members Liable to become affiliated 
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to withdraw half of their profits if they are willing to be 
affiliated to us, to the local associations. Certain associa- 
tions have done what you said and the majority of the associa- 
~tions are ready to accept the nor-~members by crediting them 
with the share of profits which would have been theirs had 
they been members, 

Qe Did public bodies resort to the good office of the 
Pederee in their dealings with the generel pupliso? 

A. Yes, very often we have been asked by the wartime 
prices and trade board to settle cases; the provincial 
government may ask us to tak charge of such and such 
supply, and the cooperation that we preach is always expected, 

BY THE CHAIRMAN: 

Qe That you would serve the government, as a eustomer, 
just as well as you would do in the case of cooperatives? 

A, Absolutely. 

BY MR.) NADEAU: 

Qe I am requested by one of my colleagues to ask a 
question involving a matter of opinion, On many occasions 
it was stated before the commission that the cooperatives 
were expanding considerably on account of their tax-free 
reserves. Would you mind giving us your OPER LON ia aia 
respect? A. In the province of Quebec, cooperative education 
has been going on vigorously and g stematically for the last 
fifteen years. In the first years, from 1930 to 1935~26 , 
people were so poor that even if they wished to, they were 
unable to establish a cooperative association and to start 
activities; very few were trained and even in 1957, the 
depression still existed. It is at that time, if I remember 
well, that the largest number of associations, 88, were 
established in Quebee. Now, conditions have improved 


and people established associations because it was their 
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tong-felt desire and it is not so much on account: of the 
reserves that associations had that the cooperatives have 
multiplied themselves; I do not think that could be said. 
It 1s the desire and the need of the people and of the farmers 
that have prompted them ton establish associations and they 
established same shen they had the opportunity. 

BY MRe BEAUREGARD: 

Qe Lhe development is not due to the fact thay there 
were reserves? Aeoeno;, “that, is not my opinion, 

BY MR. BROSSARD: 

Qe Do you think that the income tax that would affect 
only the reserves of the Cooperative Federee would be liable 
to prejudice the development of the affiliated associations? 

Ae I tried to explain that our reserves were a necessity; 
they belong to our association. If we were taxed, there 
would be only one course to follow, not to have any reserve 
and then, when the time would come for improvement, we would 
have to advise as to the ways and means of finding the 


necessary funds. 


ROMEO MARTIN 
secretary of the Cooperative Federee, 130 


St. Paul Street West, Montreal, being duly 
Sworn on the Holy Evangelists, deposess 


BY MR» BROSSARD: 

Q« Ll would ask you to be Kind enough to table with the 
secretary of the commission ten copies of the balance sheet 
and operating statement for the seven years proceeding 1946, 
I do so at the request of the Commissioners, and also a copy 
of the balance sheet for 1944, A. I think it would be 
possible to supply you with such copies without reasonable 
delay. 


,Q@e 1 would like to get only certain explanations 
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concerning figures you have submitted for 1943. I notice 
in your operating account for 1943, under the heading 
"Appropriations", a reserve, an inventory of grain and feed, 
$65,000. 
Ae Yess 

Oy Howsver,) i. ‘whe (balance wsheet, under Tiabitiiies I 46 
not see such reserve, unless it is included somewhere else? 

A. It is incladed in the amount of $101,676.40 mentioned 
for sontingent reserves. 

Q. In the said amount of $101,676.40, the differense 
shows the kind of reserve? 
Ry They are reserves appearing in the balance sheet of, the 
previous year and which almost totally were for similar 
purposes. 

Qe These grain and feed inventories would also be re- 
serves? A. Reserve for various contingencies. 

Q. For what purposes are such reserves constituted? 
A, If you examine the balance sheet, you will notice that 
there is, for goods inventory, an amount of 61 (64040004) For 
the previous year, if you have theother balance sheet with 
you -~ I will be able to supply you with a copy for your 
information -- the amount for goods inventories, totalled 
$931,000. The increase or appropriation of $65,000 is 
explained by the difference between the two amounts. 

Oe o (noe muitLe: sua erstands 

Ae On Slst December, 0942, there was a goods inventory 
of $951,000, On 3lst December, 1945, there was a good 
inventory of $1,842,000. 

QO. Then you conclude that your reserve of $101,676.40 
for various contingencies gives the explanation. 
A. Perfectly. 


Q. You have a difference of $800,000? 
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A. It is the difference on inventory, and our reserve 
for grain and feed inventory is only of $101,676.40, 

Q. JI do not quite understand, 

A. I would ask you to make your question more specific 

Qe My question is this: for what purpose was the reserve 
On grain and feed “nventory amounting to $65,000, an dots. 
and to the total amount of $101,676.40 on the whole? 

A. It 1s used for similar purposes as similur reserves 
are used. I cannot enlarge more on this point. 

Q.- [t would be against the possible loss of any part 
of such goods that you have an inventory at the end of the 
year? A. Yes, I think you recall that during the year 
or in the fall of 1943 and in the spring of 1944 we were 
informed by the press that the er of the war would be a comi ne 
event in a more or less considerable delay, and the end Of bie 
war, evidently, one does not know what it may mean, but 
according to past experience, which is always a guide, accord-: 
ing to past experience, the end of a war always creates a 
collapse OF prices; and I think we were justified in doing what 
we did. 

BY MR. BEAUREGARD: 

Q. The increase of your reserves corresponds with the 
increase of your inventory? Ay Yes, Ab the end or tres 
period, 1943, it was quite hard to make deliveries of goods; 
we wereweeks and even months without receiving anything and 
One day, we would receive a train load. Naturally we had 
to take risks with regard to the preservation and the sale 
of these products, and taking into account the value of the 
inventories from year to year, we thought it would be reason- 
able to increase our reserves. 

BY MR. BROSSARD: 


Q. After all, such reserve is a protection against the 
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possible falling off in prices? 

A. Yes; it is also a reserve to allow us -- and it must 
not be forgotten -- with regard to our associations, we are 
bound by contract Ore them twelve months during the 
year, on tle other hand, if I were in business for myself 
after having done what I deem reasonable, I may carry on, 
but I am not obliged to do so, but as far ae the cooperative 
is concerned the obligation is permanent, 

Q- With regard to the general reserve, I notice that 
at the end of the year 1943 you have a general reserve 
amounting to $201,000. Of that amount $72,216 were set: , 
aside during the year 1943? 

As YeS~ 

Qe Is it due to the increased amount of business, of 
your revenue, that such a large percentage of the total 
general reserve was set aside in 1943? 

A. In the matter of reserves there is, I believe, a 
practice which is followed. generally. By definition, reserves- 
if I am not mistaken; I do not intend giving a definition 
in economic or legal terms, but a plain definition - by 
definition, reserves are amounts set aside in anticipation 
of something, and when one does not have what it takes 
to balance a budget at the end of the year, well; it seems 
to me that one has to do without them. In that respect, the 
cooperative does what the farmers are doing, 

As you were told from 1930 to 1939, the farmers were 
unable to balance their budget and unavoidably had to let 
their buildings deteriorate. and were unable to: invest in 
their undertaking what it took to keep it in good producing 
order. They had to do some belt tightening and they realized 
that their first oblizatiom was to feed themselves and to 


remain owners of their farms as much as possible and you are 
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well aware that during that period several farms have changed 
hands. The cooperatives followed the same attitude; they 

had nothing -- if you examine the operations, the operating 
statements of local cooperatives and of the Federee for the 
Same years ~~ they had not enough to set aside necessary 
reserves and even there were local associations When. tT or 
years, did not enter in their operating account the necessary 
amount to cover the depreciation reserve. When, after excep- 
tional and temporary conditions, it was possible to eat, 
repair buildings and attend to their upkeep, it was deemed 
normal to put aside a few dollars to cope perhaps with the 
advent of the lean years. 

Q. During the profitable years? A. Yes, and in that 
respect the cooperatives have followed the same course as 
the farmers. . 

Qe May I ask you if, during 1944, you have used any of 
that réserve or if same has increased? Q. It remained 
scationarye 

Q. Was there any sum invested in that reserve at the 
end of 1944° A. In which reserve? 

@. The general reserve. A. Nos 

Q» Were there any other sums invested in other reserves 
Bo tee end ofr 10449 

Ae rye the depreciation reserve, obviously, and the 
reserves for doubtful accounts were adjusted according to. the 
need of our debit account. 


Q. Was there a surplus at the end of 1944? 


Q» Compared to the amount of $748,000, after having 
set aside the reserves for 1945, what was the balance at the 
end of 1944° As Compared to what? 


Q. To the surplus of $373,437, in 1943, what was the 
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surplus for 144% A. You ask what was the surplus? ‘The 
balance sheet having not yet been approved, I could not give 
you the amount. It will be submitted to the commission. 

Qe 1t has not ae approved? As Our balance sheet 
has not yet been submitted to our directors, on to ur 
members -¢ 

Qo You ave not in a position to give that information? 
As JI do not think I should give that information to yOuUe 

BY MR. NADEAU; 

Ha OWE bo pive 1% Later con? Ae Certainly, 

BY MRs BROSSARD;: 

Qe I notice, Mr.Martin, that in your balance sheet for 
1943, as weli as in your report of operations for the same 
year, there is noreference to subsidiary undertakings, to 
affiliated organizations. Did you keep a separate account 
Por those affiliated organizations? Ae Would you specify? 

Qe Lt am referring to the Dominion Elevator and the 
Cooperative Canadienne de Betail Limitee, 

A, Those are, as it has been explained here, two companies. 

Qe DO the fleures of the 19435 balance sheet take anto 


account the operations of the Dominion Hlevator and the 


Cooperative Canadienne de Betail Limitee? Ae Yess 
Qe That is included? Ao Yes, in the consolidated 


balanee sheet, 

Q. In the amount of your sales, the sales made by 
either of the two companies are included? ea eee 

BY MR. NADEAU: 

Qo Have you the balance sheets of those two companies? 
A. Not with me. 

Qe. If I am not mistaken, I think that we were to have 
them. A. That is not what I understood this morning. T 


would have been pleased to produce them; I was probably not 
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in the room at that moment. They will be furnished to the 
Commission. 

BY MR. BROSSARD: 

Q.- it might be possible to have the report of operations? 
Bae YOR « 

Qo Are you in a position to tell us what is the pers 
centage of the amount of sales in 1943 that have to be 
charged on the operations of the Dominion Hlevator and tk 
Cooperative Canadienne de Betail? 

A. I cannot give you any figures of mathematical 
accuracy in that respect; it amounts to a very small 
Percenvage of the ¢ rand total, 

Qe A small part of the thirty millions mentioned there? 
Re YeSe 

Qe Do you know if the operations of either of those two 
subsidiary companies show a surplus? 

Ae from memory, it is also difficult for me to give 
mathematical details. However, in the case of the cooper- 
ative de Betail, the commissions charged, as established by 
the dominion government, are the same as in 19%0, Then, 
you can make the deduction. 


Q 


Q> Unfortunately, I cannot make the deduction. 


Ae Because, from 1930 to 1945, the cost of that kind 
of operations have surely increased, while the commissions 
have remained the same, which means that at the time there 
was no substantial margin at the end of the year 1930, 
and that in 1943 or 1944 the margins should not be very great, 
Qo. Do you take into account the sales made to your 
members and those made to non-members? 
A. To make the patronage dividends on overpayments 
Shown as having been paid, figures certainly have been 


compiled, 
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Qe Are you in a position to give us exact figures of the 
volume of sales made to non-members or to members either of 
the Gooperative Federee or of affiliated cooperatives} 

Ae We have twenty, twenty-five or thirty varieties 
of products, and those products -- whether farm products 
or ocupational utility goods are concerned -- are in variable 
volume in their total, from one year to another, and my memory 
is not good enough to give you the percentates on twenty or 
twenty-five or thirty products. 

BY VR. NADEAU: 

Q» It 1s not a question of memory. Do you keep separate 
accounts for the operations of members and non-members? 

Ae I said that in order to pay the amounts of the patronage 
dividends that we have made, as shown in the Statistios, in 
our balance sheet, including that at December 31, 1943, 

we Should have had figures, and I am telling you that we 
handle twenty or twenty-five or thirty varieties of products, 
and the percentage on each of those products varles, because 
the volume of farm products, as well as occupational utility 
goods, changes necessarily from one year to another. TI cannot 
give you any figure which is accuracy) Ltselis 

BY MR. BROSSAPD: 

Qe Could you give us accurate figures regarding the amount 
of sales made, during the fiscal year 1943, to others than 
members of the Cooperative Federee or of its subsidiary 
Organizations, the total amount of sales made, the percentage? 
| A. What kind of percentages is desired? A.mathematical 
percentage or a balam ed average? 

Q» How much of the $30,390,904,08 shown as the total 
amount of sales made Eicipau 24am ate for sales made to 
others than members of the Cooperative Federee or to members 


of subsidiary organization of the Federee? 
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A. That is information that we will be pleased to furnish 
to the Commission. 

BY MR. NADEAU: 

Q. Mr. Bois gave us this morning a proportion of thirty 
per cent. A. That is a proportion that seems reasonable, as 
fer as I am concerned, 

THE CHAIRMAN: 

Qo Do not you think there is a mistake On that Digure?s 
A. As far as a figure quoted from memory may be correct. 

Qe It would exceed twenty per cent? 

A. According to what we were told this morning, 

BY MR, BROSSARD: 

Qe Are you concenred with bookkeeping? Ae NO, 1D am the 
secretary 4 

Qe Then, your knowledge of the balance sheet and the 
report of operations are about the same as those of Mr.Bois. 
A. They are the same as those of anyone you would call here 
to give you figures from memory. 

Dy YOu are. not keeping the accounts yourself? 

Ae In an organization like ours, there are many persons who 
mo the bookkeeping, and I think even the echier accountant 
could not quote figvres from memorye 

Gs Jn Other words, you contend that.you cannot give 
other information than that contained in this booklet? 

A, We shall give to the commission all the details that 
it might wish to have; but you are asking me to lend myself 
to a memory test I cannot undergo. 

BY MR NADEAU: 

Q. Mrs Bois told us this morning that you could answer 
any question as far as figures were concerned, You say that 
you are not in a position to give the particulars we are asking 


for because you are obliged to call upon your memory. Where 
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Shall we apply to get full particulars? A. When it comes 
to figures, we have to see them, and I do not think anybody 
vould accept figures from memory here. It seems to me that 
this information is pertinent for the commission, but perhaps 
less pertinent for another public. 

Q@. That is another matters. 

MR. BEAUREGARD (text): The witness has just made the 
objection I was making. In the opinion of the witness, this 
is a type of information which should not be made public. 
The witness is perfectly willing to give every information 
to the commission provided it should be confidential. 

THE CHATRMAN: That is fair enough. We had better 
postpone his examination further, then, until we can see 
figures. What I suggest, Mr. Brossard, is that the witness 
be put in touch with Mr. G lassco in regard to the figures 
im question, and he can tell us what we should have in 
that time, 

MR. BROSSARD: Then, we can suspend his examination, sub- 
ject to its being adjourned indefinitely. 

THE CHATRMAN: Under the circumstances, I cannot see 
any advantage in going on with this discussion of the 


Statements, 


(Translation): 
FORMIDAS LAFOREST | 
ol years.old, from Lac Bouchette, 


Lac St Jean, being duly sworn on 
the Holy Evangelists, deposes: _ 


BY MR» BEAUREGARD: 
Q@» You are a cooperator and a cooperative member in 
Lac St. Jean? Ae As far as possible, yess 


- Q@» Would you tell how many members there are in your 
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cooperative? Ae Twenty-nine. 

Qe That is the cooperative of Lac Bouchette? By what 
name does it go? Ae The Cooperative de Ste Thomas dtAquin, 
Qe Would you tell us the kind of products your co- 
operative is interested in? Ao First, it is from the view- 
point of live stock feeding: the various feeds, stock feed, 

poultry feed, hog fattening and raising. 

Q. How many years has the cooperative you are referring 
to been in existence? Ae Bintce LIST. 

Q. What is Peeve moth Standing? “Le:2w eood "or bad? 
Os NOt very good. 

Qe Now, would you tell the commission what, in your 
opinion, the cooperative has done for your district? 

Pe, first; in 1957, when it was sipeaeeed (ee organize our- 
selves and to form a cooperative Syndicate, the cheese factory 
was in a deplorable state of depreciation. It was owned by a 
man who, pretty often took very little care of it, and the 
cheese- making season was very short. Butter-making was 
unknown. 

AS we wanted to improve the farmers't situation, we decided 
to form a syndicate, which first undertook to improve the 
cheese factory and, to do that, we had to build, that is to 
buy the old factory which was completely demolished and to 
rebuild a new one, with equipment for butter and cheese-making. 
Later on, that enabled us to produce more cheese from year 
to year and to produce butter during spring and fall. 

Qe What is the price of your shares? Ne SOGe 

Qs What is the amount of the capital paid up by the 
twenty-nine owners? fe Sly 400. 

QeThat is your starting point? A. We started with less 
than that, but we have taken in members, and that is what 


we have now, $1,400. 
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Qe Now, what kind of results have you achieved, as a 
cooperative, as far-as the farmers are concerned? Do you 
regard your cooperative as useful for the group that is there? 
Ae I think so, especially for the improvement of dairy cattle 
and hog breeding, 

Qe Can you give some figures; or) some partictiers, 
regarding the increase and improvement of dairy cattle? 
A. First, when we took up the question of shorts, live stock 
shorts were hardly known among uSe The parish is somewhat 
remote, and people were more interested in lumber than in 
farming; farming was more or less a routine occupation. We 
began to promote the use of Shorts; the care of dairy 
cattle; we introduced live stock Shorts; the same thing 
eccurred for hogs and poultry. 

Q. Would you give an idea of the volume of production 
for which your cooperative would be responsible? 

A. First, in the beginning, we hardly produced four 
months per year, and to-day-- 

Qe You are referring to milk, butter and cheese? 
A. Yes. We were producing during four months, and to-day 
Wo are producing during six. I could not give exact figures, 
put i could surely tell you that, on the whole, we produce 
from 125 to 150 more round cheese now than at that time, 
during the cheese-making period. 

Qe If you have nothing else to say about dairy products, 
would you tell us to what extent your volume of hog breeding 
increassed? A. As far as hog breeding is concerned, I should 
Say that we thought very little of hog breeding in our 
locality. Now, according to the directions and talks given to 
US, We started to sell shorts for young and growing hogs. 

In the beginning, very few hogs were sold and shipped. 


Q» To-day, are you shipping any? 
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A, This year, about thirty were shipped; last year, twenty 
to twenty-five. 

Qe About thirty what? A. Hogs. 

Qe Are you affiliated with the cooperative federee? 

Ae Directly through the Regional organization of Lac St.Jean. 

Q. The regione! organization of Tac St. Jean, that is the 
Federee of Chicoutimi which was referred to this morning. 
Does it not go by that name ? 

A. It is known to me as the Cooperative Regionale du Lac 
St. Jeans 

Qe that is to say that in Lac Ste Jean there is a 
regional cooperative of which yours in Lac Bouchette is a 
component part? As YeSe 

Qe Is there a cooperative in all the sneighhouring 
Villages? A. At St.Francois de Sales, there is one, 

Q How far is it? A. Six miles; the nearest one is 20 
miles from our locality, in Chambord. 

Qe With regard to the seeds, you get your Supply in 
Chicoutimi? A, Last year, we got our supplies at the 
Cooperative Federee", through the Regionale, but they all 
came from the Federee, 

Q. You do not do any seeding, in your district, you do 
not grow seeds? A. The farmers always grow some, but for the 
most part, seeds are bought. They grow a small quantity, a 
few bushels, but the bulk of them is bought. 

BY MR. BROSSARD: 

Q. How many farmers are pete at Lac Bouchette? 

A. Seventy. 

Q. Do they all reside in the parish of Lac Bouchette, 
in the district of Lac Bouchette? 

Ae In the parish. 


Q.And out of these 70, 29 are members of yours? A. Yes, 
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Qe These members are all of Lac Bouchette? A. Yess 

Q. When you were organized, in 1937, were you organized 
into an agricultural syndicate under the Cooperative 
Agricultural Associations Act? Ae YeSe 

Qe How many were you, at that time? A. Seventeen, 

Qe snd these seventeen original members have remained 
and you acquired twelve? 
A. We took in a few members, each years 

Qo Was the syndicate organized through the effort of 
these seventesn members or through the initiative of some 
other persons, on the invitation or suggestion of some other 
persons? 
Ae At the start, when the organization was set up, it was 
to build the plant. Now, as you know, when a movement such 
as this is started in a parish, a great many people are on 
mieir guard, trying to find out if it is good or bad, most 
of them exercising the greatest caution, reflect? “We wilt 
put them to the test to see how well they make out". The 
second year, we recruited no new members, The reason was that 
considerable new debts were contracted to build the new 
plant and people were wondering if the enterprise could 
succeed, 

The third year, we recruited three members, I think. 
In 1941, with the assistance of the agricultural technician 
and due to the intelligent explanations he had given on the 
working of the cooperative, we succeeded in reaching the 
number of twenty-two members. 

Q. Since when are you affiliated with La Cooperative 
regionale du Lac St. Jean? Ae Sitnee 1942, 

Qe You are not affiliated with the Cooperative Federee? 
Ao NO, we became affiliated with the Cooperative through the 


Regionale but we did, nevertheless, receive certain services 
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from the Cooperative Federee, 

Qe YOu stated, a moment ago, that at the start you had con-= 
tracted debts for the demolition and reconstruction of the 
cheese factory? Ae Yes. 

Qe Has the cooperative paid these debts since then? 

Ae YES» 

Qe All of them? Ae Yes. 

Qe Could you eive the original amount of the debts 
contracted for the reconstruction of the cheese TaGuory ? 

4. At one time, we owed, I think, $4,000 to $4,500. 

Qe With what did you repay this original debt of $4,000 ; 
out of the revenues of the Cooperative? 

Ae Out of the revenues of the Cooperative and with the 
assistance of the Department of Agriculture, 

Qe Through the help of a grant? A. Yes. 

Q- What was the amount cf the grant? Ae A premium 
of one half of one per cent on our sales is paid to us 
every year, and, besides, we received aid in the form of 
Peete every year. The grants were not always the same, 

Q. Do you prepare a statement of your operations, each year, 
to transmit to the Department of Agriculture, Ae LOS e 

Q-With regard to your own cooperative, could you let us 
have a statement of your operations for the last two or three 
years? A. I have the balance sheet for last yeare 

Q» Before we go on with the examination of this balance 
sheet, will you tell us whether your cooperative sells 
exclusively farm products delivered to it by its members, 
cattle, poultry, etc., delivered exclusively by its members, 
Or whether it sells also, whether it delivers, to the Regionale 
du Lac St. Jean, product brought in by other farmers of Lac 
Bouchette who are not members? Ae With regard to live stock 


business, it sells exclusively the products of its members. 
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Qe What about butter and cheese? A. As for butter and 
cheese, it is not quite the same thing; in that case, all the 
farmers are admitted to the factory, necessarily. 

BY MR. BEAUREGARD: 

Q. Why necessarily? Is there another LeoUuory + A. No, 
there is no other factory. 

Qe They would have to go elsewhere. Where would they go? 
A. Some would have to gO about twenty miles. If the 
did not come to our place, it seems they would have to 
abandon their lands. 

BY MR. BROSSARD: 

Qe Are the same terms given to farmers non members of your 
cooperative as are given to your members? Ker LOG ¢ 

Qe The same terms? Ae The same terms, with respect to 
manufacturing, 

Q. Manufacturing, patrorage dividends, costs? 

Ae There have been no patronage dividends, 

Q- As for the costs? <A. Thd costs of manufacturing? 

oe Yess, As Yes. 

Qe How much do you charge to make the butter and the 
cheese? A. Fifteen per cent, plus one cent per pound for 
cheese. 

Qe Hifteen per cent of what? A. Fifteen per cent of the 
gross revenue. 

Qs On that sum which is paid to you by the Regionale 
or by the Federee? Ae Yes, the proceeds of the sales, 

Q» Plus one cent per pound? A. Yes, One cent per pound 
of cheese or butter, 

Qe And that amount, is it charged to the non-members as 
well as to the members? Ae YeSe 

Qs To whom do you ship your butter and your cheese? 


Ae Last year, we shipped them to the Cooperative Regionale; 
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they were reshipped to the Cooperative FPederes, I surmise, 

Q. When you say "through the Cooperative Regionale", 
you mean that you shipped to the Cooperative Regionale which 
in turn shipped to some one eape, “Or did VYoursna py co the 
purchasers, 

Aa We shipped to the cooperative regionale, at Chambord, 
We knew that the latter was not the purchaser. 

Q- You knew that it was for reshipment to the Federee? 
Ae Y@Se 

Qe From whom did you get your money, during the past 
five or six years? <A. We reaeived the price of our products 
from the Cooperative Regionale. 

Qe And you are still receiving it that way? 

A. Yes. 

Q. Who fixes the sale price of your butter and cheese? 
A. Since this year, Ithink, the price has been uniform. 

Q.» For the past six or seven years, since the beginning, 
before the war, by whom was it fixed? Who fixed the prices? 
A. They were fixed at the time of the sale, on the market, 

Qe Was it you that fixed the prices, was it your toa 
operative that fixed those prices, or was it the Regionale 
du Lac St. Jean or the Federee? 

Ae Jt seems to me, according to my meagre knowledge, 
that it was neither us nor the Federee, 

Q. Did not the Federee sell at the current market price? 
It was the current market price that was fixed by the Federee? 
Ae Yes, it was the market price. 

Qe That was what the Federese went by? he Vee leh 
SO. | 

Qe You always accepted what the Federee noe aeeea to you? 
A. Yes, at the same time keeping an eye on the course of 


events. 
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Qe Being on your guard? Ae Yess 

Qe Have you followed exactly the same proceure with 
regard to the sale of your live stock? You shipped it to 
the Regionale who in wen shipped it to the Federee? 

A Not quite the same procedure, because, with regard 
to our live stock, we always dealt directly with the 
Coperative Canadienne de Betail, in Montreal, 

BY MR. NADEAU: 

Q. Did you sign a contract as to Your déealines with tots 
federee? Ae No, 

Q-With that of Chicoutimi? As XY6S~6 

BY MR. BROSSARD: 

Q.- Under this contract, you agree to deliver your whole 
butter and cheese output to the Cooperative Regionale du Lac 
Ste Jean? Ao Yes, we agreed; we had to deal with tha 
with respect to our products, 

Qe Do you also buy from. the Cooperative du Lac St. Jean 
or from the Federee de Montreal, all your supplies for 
farming purposes? A. Yes, we bought Prom the Cooperative 
Regionales 

Q. What are the main commodities you. Duy froneire 
Cooperative Regionale? A. The various shorts required for 
mie Tecding of our live stock, 

Q. Is that all? he VSe% 

BY MR. NADEAU: 

peo torwitizers? A. Yes, fertilizers sisc, 

BY MR. BROSSARD: 

Qe Do only the members of your cooperative obtain their 
fertilizers from the Regionale, or do you distribute some to 
those who are not members of the Cooperative? 

4. For the most part, they are distributed to the members 


of the Cooperative; the proportion of others is very small, 
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Ours is a small village, 

Q» You stared a moment ago that the Village had seventy 
farmers and that there were twenty-nine in the Cooperative? 

Ae I understood I was being asked about the district. For the 
parish, I place the number at seventy, and here is why: the 
financial report gives the number of farners:). of suppliers, 
who bring their milk to the cheese factorye I understood 

I was being asked the number of milk Suppliers in» the» parish, 

Qo Apart from those. of the parish, are there any who brings 
milk? <A. Those who are members being milk to the cheese 
factory; but, there is a considerable number who do not 

upply milk and who are called farmers; they are settlers; 
they are just beginning. As soon as they have milk, we shall 
admit them, | 

Qo Here is what I would like to know: Are YOu Pate DOSTE Ion 
to state the number of persons with whom the Cooperative 
deals and who are not members of the Cooperative? 

Ase Ten per cent at the most. 

Qe So that there would hardly be three or four? 

Ae I said a moment ago that there is a goodly number of 
farmers who are farmers but who do not farm on a large scale, 
even though they believe it advantageous, 

Q. That is not my question. My question is quite simple; 
apart from the members of your cooperative, are there people 
who have business dealings with it, either to buy fertilizers, 
or feed stuffs, or to sell their milk and cream or their 
Live stock to it? 

A. We have helped a great many producers in the following 
respect: for the past couple of years, the Cercle des Farmieres 
du Lac Bouchette launched a campaign of egs production, 


Chicken raising, ete., and, at one time, the market not being 


‘ih MeGCReeE: 
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very extensive at Lac Bouchette, they found themselves 

With a somewhat consid erable surplus of eggs, so that people 
did not know what to do with their eggs and could not even 
sell them on the market; they were lowering the price to 
twenty cents, fifteen cents,a dozen. 

They succeeded in selling them for a small amount of 
merchandise, The syndicate took upon itself to find an 
outlet for these eges, and we communicated with the Regionale 
du Lac St. Jean and other places where eggs could be disposed 
of, and these people were using the Cooperative Regionale 
in this way, so as to take advantage of the outlets found ; 

It was of assistance to all tk citizens of the parish 
inasmuch as this produce was aicoearnme new == not new in the 
sense that it was a new invention =-- but because our production 
had increased, and we wanted to help them, but without asking 
a cent for the services rendered, 

Qe You undertook to find an outlet for them and did not 
charge them the fifteen per cent you charge to your members? 
Ae Not a cents 

Q. This could not be considered as sales made by non- 
members and a profit made by the cooperative? Ae We did 
not get a cent. We were cooperating with le Cerele des 
Fermieres to create new revenue for the parish. 

Q» Will you produce, as Exhibit 6, a copy of the balance 
sheet and of the financial statement of your Cooperative de 
eos Thomas d'Acquin, .for 19459 Ae YeSe 

Q+ I see that you have established a reserve. In 1944, you 
had a reserve of $643. Was this reserve established out of 
the surplus you had had during the preceding years? 

A. Out of the surplus we had. 


eee araercn nen, 


The Commission adjourned until Wednesday, February 21, 
1945, at 10 a.m. 
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Montreal, Quebec, 
Wednesday, 
February 2h, 1945 


The Commission resumed at 10 a.m, 
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HORMIDAS LAFOREST 
(continues to give evidence as follows): 

BY MR. BROSSARD: 

Qe If 1 remember correctly, you stated yesterday that 
your cooperative of Lac Bouchette charged 15 per cent to its 
members for the sale of their produce? A. Yes, 

Q. Does the Regionale du Lac St-Jean charge anything to 
the Cooperative du Lac Bouchette? A, To my knowledge, the 
only charge made was for the storage of our cheese. 

er mole. y for storage? A... Yes. 

Q. No commission is paid for the sale of products? 

A, Not to my knowledge. 

Qe Are you aware that, on the other hand, LA COOPERATIVE 
PEDEREE itself is imposing any charge, either to LA REGIONALE 
or to yourselves? A. Neither, as far as I know, there 
was no charge; not to my knowledge, 

Qe You are receiving payment from LA REGIONALE? 

f., During the preceding years, payment had been received 
from la Regionale. 

Q@. When you did receive payment, was there any indica- 
Peon Or tne aniounts retained out of the products ei jine 
price? A. The only indication was for warehousing, 
nandling of cheese, for there were no other transactions. 

Q. La Federee or la Regionale were not making any 
deduction from the sale price? A. Not to my knowledge; 
I saw nothing of the kind in my records, 


Q. I examined rapidly the balance sheet you showed tie 


yesterday afternoon, I see you made profits every year, 
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probably owing to sound management, profits which would have 
amounted to $1,349.16? ee ee 

Q, Which you carried partly to a general reserve of 
#664 and the balance of which is not already distributed or 
spent? ten Lee, 

Q. Notwithstanding these profits which you have made 
wear 2. Verna oer eance 1950),,.1.see, you have been able to de- 
preciate your buildings and your machines to the extent of 
~7,19& on a total value of $9,401 for buildings and machines? 
A, Yes. 

Q. Such amount represents nearly three quarters or, the 
value of your buildings and machines. Have.you any explana- 
tions to. give om this matter? A. Before ascertaining the 
net value of our syndicate's business, we found it advisable 
to make such deductions because these different revenues did 
not accrue from our annual operations; they were Lhe sresuley 
of different subsidies which had been given by the Government 
and of materials and properties which we had sold, and which 
no use at all. 

Q. Were you able to arrive at the total depreciation of 
$6,462, plus $450, owing to the subsidies you had received? 
Did you receive in subsidies, during that period 1938-1943, 
sums amounting approximately $7,000% A, At various times, 
I think so; you will not find all the det aid Sia te hee. 

There are different subsidies in this item of $6,482; the 
Sake efiensold, building, the, sale, of old materials which were 
of no use at all, land we had and which we were not using. 

9. Have you any idea of the amount’ A, Subsidized? 

3 Nes: A. 2 am aware that we got, once, an amount 
of $2,000 at one time, and, besides that, we got an amount 
of $500, $300, $200. 


Oo. = lor ehort.,) mead you. pot received such subsidies, you 
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would not have been able to depreciate your properties and 
your machines? ie NO. 

Q. And you would not have made any profits? A.’ No. 

Q. You have Late payments to your members? <A. None. 

Q. All that is left at the present time of profits that 
you have made is a general reserve of $663? A. Yes. 

Q. And a saving of approximately the same amount? 

A. Yes. 

Q. Ag to the depreciation on your premises, do you 
follow a set policy? Do you calculate your depreciation 
according to a well determined percentage every year, or is 
all that left to the Council's discretion? A. The de- 
preciation should operate on a basis of ten per cent. 

Q@. Do you proceed on such a basis? A. Yes; what upsets 
that, is when we have to divide the business administration 
with what we had received, the different amounts which had 
been given to us. 

Q. Over and above an annual depreciation of ten per 
cent, you have applied the amounts you had received from the 
Department? A. Yes. 

BY MR, NADEAU: 

Oo. Wie audits your books’ ASMP. Be ome ree or 
the Department of Agriculture. 

BY MR. BEAUREGARD: 

Q. Under the act, the books of the agricultural associa- 
tions and of the cooperative syndicates are audited by the 
Quebec Department of Agriculture? A. Yes, every year. 

Q. What stage of development has your cooperative 
reached? Do you really have what you need to operate fully? 
A. We have nearly everything we need to operate now, provided, 
however, that the price charged for manufacturing and the 


management of our plant is maintained, that cent of which lL 
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wag talking yesterday, plus one cent a pound, which would 
represent the deficit if we were operating like others. 

Q. Will you look at the statement that has been submitt- 
ed to you, at the page entitled "Deficit and surplus? hae 
statement begins December 29, 1939 and ends March 31, 1944. 

Do you see, as I do, that under the heading "Annual jemi enen Ey 
in 1939, your branch had made $76,967 A, Yes. 

De Patronage dividends paidy "Nii"T. ph. ioe. 

Oo. eNovember, 15, 1940, “Annual profits” $68.50; general 
reserve "nil", patronage dividends paid "nil"? A. Yes. 

Q, For the following year, $230.38; for the following 
year $317; for the following year $686, which makes a total 
pr $1,549, in profits or. revenues. That,is what appears there? 
a OS 

MR. BEAUREGARD (text): As to this copy, possibly we 
may have it back, because it is the only one we have in the 
archives. We will have a copy of it made -- we do not want 
to disturb the Commission at this time, but after the hearing. 

THE CHAIRMAN : Arter the hearing you will Maver some 
bonlTes. made’. 

(Translation): Q. hen, when 10 was suggested tO you, 
a moment ago, that out of your profits you had depreciated , 
you had decreased your physical assets to the extent of 
#7000, there must have been some misunderstanding, as your 
profits are shown on the page entitled ‘Profits and surplus"? 
7 Leo. 

BY MR. BROSSARD: 

Q. It was after depreciation that you have determined 
your profits for the year’ A. Yes, it was efter deprecia- 
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PHILADELPHE FERLAND 


residing at Normandin, Lake St. John, being 
‘duly sown on the Holy Evangelists deposes: 


BY MR. BEAUREGARD: 

Q@. How old are you? A. Sixty-four. 

Q. Where are you domiciled? A. At Normandin, county 
of Roberval. 

Q. How long have you been living in Normandin? 
A. For the last 40 years. 

@. Have you been a farmer for the last 40 years? 
AD Yes, Liwas @ settler for a while and then ax tarmer. 

Q. Was Normandin in existence when you arrived there? 
A. Yes; we celebrated the parish priest's 50th birthday 
anniversary this year. | 

Q. When you arrived there, it was a young settlement? 
LARRY 8 eC es 

a.) Did you gopthere ag a settler™ (A. We pouehtve 
piece of land, little or no land had been cleared, it was a 
woodlot. 


Ov Whas is the area of your holding? A. One hundred 


Q. What is the population of Normandin? A. There are 
®25 farmers in the parish, and then there 1S) the valleses if 
eould not say exactly. 

O.. bo you belone to a locdl ecoperative: or role 
syndicate? A. To & local cooperative. 

Q. How many members are there in the cooperative? 

A, To-day, there are 137 members. 

Q. What type of production do you follow IP parvicular? 
A. Shorts, grains, seed grain, grass seeds, balanced shorts. 

Q. Will you tell the Commission what was, according to 


you, the usefulness of organizing a local cooperative? 


A. The usefulness of the local cooperative? If you wish, I 
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will give a little idca of its development. When I came into 
Normandin Parish, I was young; we could see people who had 
farms in the surrounding parishes and who were very badly 
orf, they Could hot got the Tull value trom their revenues 
because they were not organized. I was wondering how we 
would be able to live on a woodlot. I was a member of every 
agricultural organization. We thought of farmers!’ claps. +2 
joined the farmers' club in 1906. 

Q. What was the average revenue of the farmers in your 
community? AY We Were not ‘setting much; these were new 
lands; we were not selling anything; no merchants were buying 
our products; we were selling oats for 90 cents, 70 cents, 
for what we could get; we were gelling pork 5, 6, 7 eoents 
a pound. 

LS rd a Cate "ic must try to manage so that we can 
live. In order to do so, we shall have to improve wire 
farmers' products." T joined the farmers’ club; we began 
by buying boars in order to improve that stock; we thought 
of improving sceds also. Then, at Ste-Rosalie, they 
organized a sced grain storage, 4 cooperative or syndicate; 
they came to us, they asked us if we were willing to take a 
share at Ste. Rosalie in order to have our seed wrain screcn~ 
sd’. We considered it was a grand idea. It was Ste yik olan mda rents) 
too dear." We bought a large sereening mill to screen the 
ssed grain at home. 

In 1913 or 1914, we heard there was an agency in 
Montreal to help farmers. We were glad to see there were 
people who were thinkine of ‘us: in those deys aa to-day, 
there were pecple who had good thoughts. 

The farmers’ club took ten shares in the Montreal 
Farmers! Club. It was far from home. We thought afterwards 


co 


that we ought to organize a cooperative in order to improve 
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our lot at home, in order to improve our products and then 
for buying and selling and all that is needed. 

We organized a small cooperative in 1935. I pass over 
certain periods which were rather different..... In 1935, we 
began with 28 members, St. Antoine Didime, St. Edouard, 
Albanel and Normandir; we began to do business and to 
improve our lot. Merchants came to us; they said: "How is 
it that you thought of improving on edee? Lis a. good 
bhing; when we will sell you something, we will be paddy.” 

Q. Will you say what kind of products you are interest- 
ed in, how you receive them, what you do with them, how you 
sell them, what you do, what they yield? Ayovdim the first 
place, we breed hogs, we are improving hog-breeding, we 
produce feedstuffs, balanced shorts for our hopsceOVi i tad 
that, we are making progress; it does not Cost. Teo much ub 
enables us to earn pretty fair revenues. We are making 
shorts at home. 

Q. And you sell them to your shareholders for hog- 
breeding? A. Yes; they are feeding animals with that; it 
ig more profitable than to feed animals with unprepared 
feedstuffs. 

Q. Besides selling hogs and shorts, what have you? 

A. We have animals, we have a cheese factory we bought three 
years ago, which was in very rundown condition and which ~ 

wo rebuilt and to-day it yields a return for our members. 

We are turning out a good product. 

Q. Have you paid patronage dividends since you are in 
operation? A. When we began, we paid three years of 
patronage dividends; we were applying that to shares. This 
year, we paid for 1937 and 1941. 1938, 1949 and 1940 were 
paid last year. We applied that to shares in order to epee 
people a better chance to come in. This year, we paid an 


outstanding balance of 1957, we paid 1941. 
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Q. Your people are paying their admission share with 
the patronage dividends? A. The fact is they had paid 
those years. Since then, they are paying with money. ihe 
patronage dividend is declared, it is not paid. When we 
established the whole thing, we put in our members’ mind - 
and it ig real too - that everybody's profits were theirs. 
They know that, they belong to them. 

Q. Do you consider that the existence or the coopera= 
tive, in your community, is essential to the development of 
the region? A. It is indispensable for the farmers. 

Q. You spoke a little while ago of people who have good 
thoughts. Do you think it would be a good thought to impose 
a tax on local cooperatives? AS Ti Weer erOm Wed me wel 
good thought, because these profits, in our communities as 
well as anywhere else in the province, are not high. When 
we will have made a certain amount of money, we will be glad 
to pay, bub buying before reaching that point, it hurts us 
er LivuLe. 

BY MR. BROSSARD: 

Q. What is the admission fee for each of your members? 
A. The share cost $50. 

Is there a limit as to the number of shares each 
member may hold? A. One share per member, one common . 
share per member. 

Q. Are you making two types of transactions: —Youaelt 
the products of your members and you also buy certain 
products, other products, which you resell to your members? 
A. .Yes, what we cannot produce ourselves, what we need for 
our shorts, for instance, and that cannot be produced on our 
farms. 

Q@. You make three types of transactions; you sell the 


products of your members, butter, cheese and live stock? 
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A, They are shipped to the cooperative. 

Q. You buy certain products which you put at the dis- 
posal of your members? ie) Less 

Q. And you produce certain products which you sell? 
fay | Leos 

GO. 'Do you make a profit on each type of transaction? 
ho) Less a) Small prorit. 

Q. What do you use for your shorts? Are the ingredients 
supplied by your own members? A, When we prepared balanced 
shorts and we use oats and barley, we have to buy the 
ingredicnts. 

Q. On what do you base the sale price of shorts to your 
members? A, On the cost of the ingredients and we add a 
small percentage which varies, it is very small; I could not 
tell you exactly, I am not the secretary, Lam Only uae 
president. It is not a big percentage; we manage to follow 
the market price as much as possible, we follow the market 
price, 

@. The current price? A. Yes 

Q. On what were based the patronage dividends declared 
in the past? A. ' On the, pro rata, on the aggregate:of the 
turnover of each member? 

Q. On what turnover? A. If he has purchased for $100, 
and we declare 3%, $3. 

Qe Only on the purchases he has made? A. On the 
purchases. Usually when we sell, we have most of the time 
the revenue of the goods. It is only on the purchases. 

Q. In other words, you do not give patronage dividends 
on the sale of your members' products? A Onia or. fac 
purchases, because we do not guarantee anything on the sale; 
wo retain a small administration fee to cover expenses. 
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however a certain profit on the sale of your members! products? 
A. A member who sells some products receives the value of 
his products, the others do not realize envyuning Of. At. 
Q. Less a certain fee? A. Less a certain commission. 
Q. Have you any idea of the percentage of this commiss- 
ion? A. I could not tell you exactly; it is supposed to be 
a commission of 1%, 13% and even 2 %, ; 


Q. Are you interested only in the sale of the products 
of your members? ma, Thatvis to say as far ae cheeae as 
concerned, there are six farmors who are not members of the 
cooperative and who bring their milk to the cheese factory. 

Q. How many out of your 137 members Dring mulk? 

A, Sixty-five come to the factory. 

%- And apart from those 65, there are six or Seven. 
who are not members? Bs | Yes, 

Q. Do you look after the sale of other products on 
behalf of persons who are not members of your cooperative? 
i, 1eo, Lhe pork. At Normandin, we are about the only one 
to ship the pork of that locality. There are some who are not 
members, 

Q. Are there any non-members shipping with you? A. Yes. 

Q. You do not refuse any one applying to you? Bee NG: 
we look after the sale of their products. 

Q. Are they paid in the same way? A. Yes. 

Qe they pay the same fee? Ace ties, 

Q. Do they receive the patronage dividends? Aa ONO; 
they receive it if they are willing to become members; they 
receive 50% of the patronage dividend they would have been 
entitled to. 


Q. They would have been entitled to during the year 


before they become members? A. Yee. 
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BY COMMISSIONER NADEA 

Q.- Are there any live stock dealers at Normandin? 
A, Yes. 

Q. With regard to the cost price, what price do you 


pay your members? A. The market price. 


ad) 


BY MR. BROSSARD: 

Q. In other words, you give more to your members than 
the dealers pay? A. They buy through middlemen; some- 
times they buy pork for which they pay more. 

Q. Do you sell also to persons who are not members, 
products bought through the cooperative? A. There is: only 
one service in the locality as far as shorts are concerned 
and it is given by the cooperative. We cannot refuse the 
ovuhners, 

BY COMMISSIONER NADEAU: 

@. There i-no flour mill? A. No, there are some 
Tittle milis; at some distance, operating by water. 

Q@. As to the products you offer for sale, do you make 
a distinction between your members and those who are not? 
A. We sell at the same price. 

3. Do you give patronage dividends? A. In respect to 
our members, we give them a patronage dividend; as for the 
others, we give them the patronage dividend provided they 
buy a’share. 

Qa. With regard to those who do not become members of 
the cooperative and who helped you to fea ass a profit on 
the sale of their products, you divide the profit between 
those who are members? A, “NO, "we"keep 10 Th reserve. 
First of all, we have been obliged to build. It is a large 
locality, and had it not been for those revenues we would 
have been forced to build on a smaller scale. 


Q. I gather that you establish reserves with the 
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profits made on transactions with persons who are not members? 
A, Yes. 

Qo Now, what is the amount of said reserves establisned 
since 1935? I notice here, in the report of the Federee, 
Beene (G15, 1s ib exact?’ . Be oves, 

mW. JG tesfor.the current year? Ay NO, it. Represents 
the general reserves since 19355. 

eeu Oe Ge COM the general reserves, you have been able 
to establish a depreciation reserve for your buildings and 
machinery? A. We have a depreciation reserve; it is not 
included in the general reserve. 

O. ain the report: I have in vmy hand, @ novice 2 capital 
expenditure amounting to. $33,213? A. It represents the 
property; the factory, building, warehouse, land, shed. We 
favoetour buildings and ,also.a house. 

3}. Do you know what was the depreciation up to date? 

Pip wiOb OL auend. 

qa. You have, not the balance sheet for the previous years? 
Bn iehavie “One. 

oe Would vou, table a, copy laver on? TA Gre eh 

QJ. I understand you are not in a position to explain un Fas 
feu te, team hot iin a position; to explain as. 

BY MR. BEAURNGARD: 

Q. if I understood you well, on products shipped on 
consignment to your local cooperative and which you sell for 
the consignees, you take nothing else but a small commission? 
A. Yes, a small commission, 

Q. Which is-used for what purposes? A. To pay the 
operating costs; there are the postage, the clerical work, etc 

Q. Consequently, your revenue would be limited to what 
you realize on the products you sell, you produce, you buy 


and resell? Py. Yess 
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Q.- You give a patronage dividend to your members on 
said products? ha LOS 

Q. As far as the non-members are concerned, if they 
desire to become members, they receive half of the patronage 
dividend for the period covering the operations and, in the 
future, they will be considered as members? A. Yes. 

Q. Then your reserve is composed of the retention or 
the overpayment,you retain either from the members or the 
non-members? Ay Yes. 

Q. What is the purpose of that reserve? A, That re- 
Serve is used as working capital, to carry on the operations; 
we have to carry a stock at all times. 

THE CHATRMAN: 

¥« Gould you operate without the said reserve? 

A. It would be more difficult; we could not; we would have 
to get other funds, because we need money to operate. We 
need money to buy the grain and all the other products 
coming from Quebec or Montreal. 

‘BY MR. BROSSARD: 

Qe Lou have to buy such grain Longe before selling iis 
to the farmers? A. We must always have some in stock. 

2. You have to pay for the purchase and the warehousing? 
A. Yes. 

Ww, You have also to pay your starr: Ke) Pies: 

Q, The money is used for that purpose? Na ves yb ues 
is the use of the reserve, so that we do not have to pay 


interest outside. 
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aged 72, residing at St. Sylvere, County of 
Nicolet, having been duly sworn on the Holy 
Evangelists, deposes: 


BY MR. BEAUREGARD; 

Q. How old are you? A. Seventy-two years old. 

Be per you (Still (farming? aarwved.. 

Q.- How long have you been farming? A. Twenty-five 
years. 


Qe Always at St. Sylvere? WOveLeS < 


Q.- Do you Know that a cooperative exists at St. Sylvere? 


4+ Would you tell us on what date that cooperative was 
established? A. We started to train cooperators in 1924. 

Q. What prompted you to organize a cooperative? 
As The extreme poverty that existed at St. Sylvere. Twenty- 
five familaes lett the Locality during’ that year? 

Qwa Why ? A. Because they were too poor; they went to 
the United States. 

me Wheat kind of land have you? "oA. | Yellow soil{ black 
muck, rolling land and stony land. 

Q. What type of farming do you do? Aso Mixed farming, 
once the land is improved, 

Q. When were people leaving in large numbers? 
A. There was no crop, it was too wet; they did not know what 
type of farming was suitable. 

Q. It is at that time that you started the cooperative? 
A. Yes; we studied together and we organized a cooperative 
for the sale of our products. 

Q. What result did you have? What is the membership of 
your cooperative now? A. We have one hundred (100) members. 

Q. Does it extend beyond the limits of St. Sylvere? 


A. No; it is limited to the parish. 
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Q. Doss your cooperative specialize in some product? 
A. We started with potatoes. 

4+ What result did you get? - a. Splendid. We pre- 
pared the ground specially and the potato crop yielded good 
results, 

Qe You originated the potato crop in your locality? 

A. Yes, to help improve our farms. 

Qs In what other branch were you interested? 

a, The dairy industry. The improvement resulting from the 
potato crops gave us the opportunity of having good pasture 
lands. We have to alternate often; our live stock does well. 

Q. he other activities of your coopérative are cheese 
and butter? A. Yes, butter, cheese and shorts. 

4. Tell us:how your cooperative operdtes with regard 
to your members? What do you sell for them and what do you 
sell to them? Be. the live stock, e¢e@s,. poultry, povavocs 
are consigned. We buy shorts for them. 

Q. You receive on consignment the things you have just 
enumerated end you sell feed? A. Yes, and we make butter 
eid, Cheese. 

3. mow does the cooperative make expenses and where 
does its reserve come from? From the sale of what products? 
h. We charges a commission on every line of goods, a small 
commission. 

}. Do you give patronage dividends? oe Yes 

4. Do you deal with people who are not members of your 
associations? A, There are very few. There are 150 farmers 
and we have 100 members; the remaining 40 are grouped apart 
in the parish; they have their store and their butter factory. 
They are not doing very well and our farming system does not 
help them either. 


¥. They send their products to be sold separately fron 


(aS IC ne 
\ ou 
seh 


~ 


7 ) oe fl - 
Le eOs ag aegTee — 
ho, /, i ae yo 


be ATAY ed 


' 7 Ur a or, : 1 
ivi by RE Peo mse i Eel 3 ig fiae 


ey , . vat 4, 
Sa) ane ‘ eae ae m he fines: rd a) ie GS = % bei 
- a rie ot _ reid 


oe 


ci aes | 7 


“ Rent) RS Ge Secs 9 vi : oe # ae 
TP ‘ ay Piss Vie vats is cot save iy eh aa area ® $s jes e 


~3255- (translation) Mr. Parent 


yours; Hh. Yes, separately. 

Q. In your association, the sale to non-members cannot 
ie Goubadered,). 16 16 not. worth while; ia it? \ Ae Nae it 
does not work. And nae even came near to going broke a few 
days ago. 

Q. Do you consider the economic condition of your 
cooperative members of the same parish more advantageous than 
GHat of non=members?: A. It is completely different. As 
I said a while ago, we first studied farming methods and then 
we practiced what we had learned and to-day, we may be 
commended for having five agricultural prize-winners in« 
the parish. 

Q. Among your members? Bag Lees 

Qe And you attribute this success to work in common? 

A. Yes; at any rate, they seem to live pretty well. 

BY MR. BROSSARD: 

Q. Are there not a certain number of families who had 
left you in 1922-1923 and who have come back? A, Yes, they 
came back and we have members among them. 

Q. The greater part of them? Ae ALL our Aan ete en 
up nowadays. 

Q. You say that your improved methods of potato growing 
preceded the constitution of your cooperative, or did they 
come after? A. Before its foundation. 

Q. It is after improving your farming methods that 
you decided to organize? foo UYes: 

Q@. Has your cooperative only common or preferred stocks 
A. We have preferred shares held by our members. There may 
be seven or eight hundred dollars worth held by outsiders. 

Q. Have they voting power? A. No. 

Q. The preferred stockholders are mostly members of 
your association? Key (Less 


Q. With the exception of about $800 held outside? 
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tis “LESe 

Q- What is the amount of the preferred stock. us 
A, Sixteen thousand two hundred and thirty-nine dollars. 

Q. What are the shares worth? A. #50 each. 

Q. The difference is made up of common stock? Ay) tens 

a oe Pers B limit to the nanan of shares each of 
your members may hold? A. It has not been set. When we 
PULL Our FeCUOLy , we took all the money offered and we 
issued preferred shares for it. 

4- No one has more than ten shares? fig f NO 6 

Qe» Do you pay a dividend on your preferred stocks? 
tin LCS, = Per Cen, 

Q. Interest? Ae ess 

Q. You pay 4 per cent per year? A. Yes. 

Q. Have you dons so Since the start of the cooperative: 
A. Since the shares were issued. We decided to pay interest 
on the second of Wanuary every year. 

Q@. Do you also pay any interest whatever on your 
common stock? As No, we give the petronaége dividend on 
Pie. 

@. Out of the profits you have made since tne stare 
of the cooperative what part have you paid back by way of 
patronage dividend to your members? What is the proportion, 
approximately? 
A, Our cooperative paid no patronage dividends for 8 or 9 
years because we were not strong enough. We kept it going 
Waki .or.6, 6 Ors 7 acvive members, but it was not enough, 
In 1938, others began to stick to their contract and business 
increased. 


Qe Andrsince 1953 or 1942 your volume of business has 


increased’? Ro YG 


Q. The profits have increased also? A. Yes. 


ie ‘ 


Stan Van ead Hott eTugy | 
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Q. You have also been able to make provision for 
reserves? AV Yes. 

Q. For what purpose do you make those reserves? 

A, Frankly, my knowledge of accountancy is not good enough 
to explain that. 

THE CHATRMAN: 

Q. Have you your balance sheet? By YEG 

BY MR. BROSSARD! 

Ge. Would. you produce a copy? Ae Yee. 

Q. What about the undivided profits, how do they stand 
in your books? De you credit each member with a share of 
the profits? A. You mean patronage dividends? 

OQ.  betius) say patronage dividends. (Avs. No, (they arse nov 
pold out they are invested. We are using them now. 

Q@. At the year end you declare a patronage dividend? 
hk. Yes, 

weolart ofethis patronage dividend 1s paldlouu ia cack: 
i. Mtns aid vonm.feed but not on bubbler and cheese. ovcravione: 
Peyote. it} is invested. It is to be handed),over’ to: those 
who ea 1t. 

Q. What do you do with the patronage dividends declared 
by you? A, We paid our debts with then. 

Q. You withheld them? 0) Siease 


y. Did you credit each of your members with them? 


@. Inyour books just now, every one of your membersiis 
a creditor of the cooperative for every patronage dividend 
that has been declared? ke. Yess 

Q@. You have used for your own business purposes these 
declared and undivided patronage dividends? Aa vYes., CO 
increase our business. 


Q@. Do the members themselves recommend that procedure? 
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A, Yes, at the general meeting. 

Q. Did they approve the decision of the board of 
directors in that respect or did they take the decision 
themselves? A. reese 

Qe That would be like making an investment in the 
enterprise? A. Yes. 

Q. Do you consider this investment likely to bring 
additional revenue? ‘A, Yes, it will allow us to expand 
into new lines, 

BY MR. BEAUREGARD: 

Q. You will be able to expand? A. Yes, evidently. 

THE CHATRMAN: 

Mr. Beauregard, do you not think it gives us a4 pretty 
good idea? 

BY MR. BROSSARD: 

Yes, as I was telling Mr. Martin, the Commission is 
sufficiently enlightened. 

THE CHAIRMAN: 

Mr. Brossard, have you any more questions? 

BY MR. BROSSARD: 

DOGh cise 

MR. NADEAU: 

If you will allow me, I would like to ask Mr. Martin two 
or three questions. 1 understand his evidence has been 
withheld. 

MR. BROSSARD (text): I understand that we put questions 
Also in writing. to Mr. Martin - isn't that it? - in regard to 


information that he does not wish to be made public. 
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MR. ROMEO MARTIN 


is_recalled, and having been sworn previously, deposes: 


BY MR. NADEAU (translation): 

Q@ Is tue balance sheet in our hands, dated February 
10, 1944, and produced by you, the consolidated balance 
sheet of all your cooperatives, of the central cooperative 
and subsidiaries? fi Ss vf Simo d ted the: ponsoladated 
balance sheet of the Federated Cooperative, the Canadian 
Live Stock Cooperative and the Dominion Elevator, 

Q. <All the balance sheets of your subsidiaries are 
separate? A. Yes, they are balance sheets like those 
produced some time ago as exhibits, because the organizations 
are self-managed, 

Q. Will you kindly take the balance sheet we are 
talking about, for the year 1943 and dated February 1944, 

In the Operations Statement, will you kindly tell me of what 
is made up the item "Miscellaneous Income: $8,444.45"? 

A. It is made up of income items from all sources, which 

it is practically impossible to distribute among the whole 
series of recorded expenses. In many cases they are not 
really income items, but simply adjustments of accounts 
already entered and, in order to avoid making changes which 
would not help very much from our own point of view, they 
are entered under the general item: "Miscellaneous Income". 

THE CHAIRMAN: 

Q. They do not represent interests on your investments? 
Peel ido. not think that they are interests on our investments: 
there may be ae some interest returns among them. Now, 
the investments amounting to $146,831 in the balance sheet are 
hot investments in the proper sense. If you look under 
liabilities, you will see that we have subscribed to victory 


Moeans., That is an investment. But, if you look ‘au Gite obner 
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side of the sheet, you will see that we had to borrow the 
money. So we sold the bonds because it was rather hard to 
gO on paying 4 and 4% on the money we had borrowed when we 
were getting only 3 per cent for it, 

In the same way the mortgage loans represent, in some 
cases, the proceeds of some property we have sold. They 
are not investments either in the proper sense. It isa ‘9 
debit account guaranteed by a first mortgage. 

BY COMMISSIONER NADEAU: 

Q@. Under the heading “General Expenses", I notice an 
item "General Insurance $22,000", What kind of insurance? 
A, Fire insurance on our property, as distinct from insurance 
amounting to $15,000 included in direct expenses and which, 
like all the other items under the same heading "Direct 
expenses” applies more particularly to the protection of our 
own goods and, in some cases, to the goods we recel Ve on, cone 
signment, even if they do not belong to us, but to the 
shippers, who are themselves owners of all the Federee's 
acces. 

an When a member sends you a shipment of live stock, is 
not that insuranee premium charged to him? A. We have 
shipment insurance of which our shippers may avail themselves 
as they see fit, and besides, we are authorized to follow that 
course by virtue of the act governing the Cooperative 
Federee. We insure the shipments of live stock, we insure 
them in transit against accident, injuries, death, likely to 
occur on the way. We charge premium rates to be able to meet 
possible losses, 

Q. lL see another item "Advertising". Do you have to 
advertise to reach your members? A. No. We enter under 
that heading “Advertising™" the expenses we are obliged to 


incur in order not to turn down all the advertising 


Pee 


eye ery 


out cae eke eet - 5 x ~ or se ae See NE Sr Pp en asiied ete =o) aint ‘ 
at 3 ae : eae 7G, e ERMAN A! AM Mie NA dere Lo LES Seen att 
. » 
i “ fy bt 
i . > 
ry i sd 
my 
pel ips 
> , ti 5 5 
i { ne Br 
ve t i, ” 
cp Tapeh 
é BR TF eet 8S 
i be Pe he Paks eeeicg a 
P e , Se rca th ery es = is Fit ey ih meas RR aa 
Ss cE Darina Ane Sean eee, BN ec a4) oe ee ohks the ae 
a I ae] 
af Ph en ob rc aati 
Rise Sle daziral | ane Mt Q ie seer oe 
} 
] 
: . ite - Fi r % : ' 
7 oars ree ae : Siar ash' as Odio oN cot rr ND coy er; Dk Ge el = E sa Ae 
My ts a a ode aes EMO SAI) ONL erence sein, 3 eve 
bi - 5 - ‘ 
nae i 
= . 
‘ : owe oh ’ . tFurn 
ad [: Ve i aX we o NS 
} 
es + zt ser . at 
= re teak i Beet OE ng opr 
| fe et a ple Hiei be hes 
| ny x iheb aa Pale ee ee Pere aS) 
; r } Sa AR EAC, baer a goals! rela leatarate ihren yeh Cs Regt oti SAE SN ena: y 
ji : 
. oo 3 a 
i : Ba oa acs Paes rae eer 
; ot F Ae aay mat Fe at Kee es ' * 
U i ’ 
if 
ay Se ‘ ; oe a ho ree ‘ t 
r *. Ros te Lena ie Pres 1g i ey en rae Pa eas . ne! ee 
. Peni Pea te Fee Tesch ce havea ti : 
' 
ce wey “ Sp eee ee fh. : . F , ee 
hg tianeet yee, f : Fea raat Bens eae er ts Spey eireen yon ys , 2 . 
. * an ‘ \ ' ewe ani rice a4 7 be tla CAN eee ‘ hue 
E J a a y " Sr fe ears i y . 
ie r eRe ater a aub: RE CIUNER ine cicorg tte 
id: : Ona ris af Vint ie ve-ah'n) yt ee eh Tey He De: Suliaee 
Be hy rn ' va f ; 
PPS e Se Ase cae Gt 5 y 
tit ad 
] 
+ 
: 
= * : ’ . 
Te ~ 4 nee NTE 8 
- fait ae \ « s ne 
fi 
te pp ¥ ee 
SNE vet Cj ee ; 
+ ot Bs if es 4G oso costs Bike & 2 
: ur ian: ‘ ale BS ee Somes 
- " a 
mt ast aA Wray ¥ 
Sua ane i PW f 
| 
j 
7 7 4 
7 ‘ ~ 
, 


B4eCl= (translation) Mr. Martin 


solicitors who come to uS. 

Q, And on the other gide of the page, I notice “Less” 
under the heading “Surplus Account", “Less - dividend 1942", 
What a@ividenu does it mean? A. It is this way: dividend 
is the term used in the balance sheet because it corresponds 
with the term given in the Act. In fact, this is the interest 
on the preferred stock. 

Q. Fixed interest? A. Yes, fixed interest, because 
for all practical purposes it represents a loan in the normal 
course of operations. Now, that interest obviously comes 
out of the 1943 balance sheet as it was paid during 1943. 

It is the interest accrued to the 3lst December and paid out 
during the ensuing year. 

Q. I notice a reserve for doubtful debts. Does that 
apply to the doubtful debts of members or non-members? 

AN. I could not give you the proportion likely to apply to 
members. We sell to our members and to persons who, some- 
times, seem unwilling to pay. 

-Q. When it becomes difficult to recover the proceeds of 
a sale made on behalf of your members, is the member paid 
just the same by the Cooperative? A. We believe that 
risks of that kind are part of the responsibility. assumed 
by all members. 

Q. Do you pay the member all the same? Ay Yes, and 
we provide out of operaving costs, if I.may say, we provide 
for those cases in such a way that an individual may not at 
a given time be penalized or suffer a total loss invrespecr 
of the products he consigned. 

Q. At any rate, your member does not incur any risk? 

BR. He will, at the end of the year, assume his share pro- 


portionately to his contribution. 
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THE CHALRMAN; 

Q- Under the General Expenses" item, -- I am not 
familiar with that -- but it seems to me that those expenses 
are a little high. “Travelling or representation expenses, 
$19,000." A. This covers the travelling expenses of the 
directors, the members of the executive, because when those 
people leave Lake St. John, Abitibi or Lower St. Lawrence 
and spend three or or days, it is normal nevertheless to 
pay their travelling expenses at least. 

@. You can have good trips for $19,000. A. There are 
18 directors, and 5 members of the executive. Three meetings 
of the board of directors and twenty-two meetings of the 
executive were held in 1944. In addition to that, there are 
departmental managers, the general managers and other 
empLoyees who have to go from Montreal to Quebec, Rimouski, 
Victoriaville, Princeville and ewen in Abitibi. 

Qe However, this seems to exceed the amount that an 
ordinary company would have allowed for that purpose. You 
have also "Stationery and office supplies: $16,000". 

A. Yes: when we get a carload of cattle in a regular trans- 
action between two individuals, there is an invoice. In the 
Gase of the Cooperative if there are 25 or 50 Shippers, 4 
general account and,an invoice are required for each of them. 
Fach transaction of that kind involves a multiplication or 
increase of stationery. We print those schedules; that 
Cannot be done for nothing, and there are a few otner 
printings of that kind. 

BY MR. BEAUREGARD: 

Q. Do you supply local organizations with stationery? 
A. We have book-keeping material and stationery of every 


kind printed for affiliated local cooperatives. 
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BY MR. BROSSARDt 

May I ask two questions, Mr. Chairman? 

THE CHAIRMAN: 

Yes. 

BY MR. BROSSARD: 

Q. On the assets side, you have a reserve for deprecia- 
tion on capital expenditures, $205,922.45. A. Yes, this is 
the reserve accrued s‘ince the beginning of the Cooperative. 

Qe Out of those $205,000, $38,000 were set up in 1943, 
according to your operating account, $42.000 on equipment and 
$38,000 on buildings? A. Yes. 

Q. As to buildings, the depreciation that you took 
last year would represent more than 5 per cent? A, That is 
right. 

Q. Now with regard to equipment, machinery, it would 
represent more than 10 per cent? A. Yes, it works out as 
follows: our equipment includes trucks whose rate of de- 
preciation, as you know, exceeds 5 per cent and may even 
exceed 10 per cent. Rates of depreciation are established 
over years in the aggregate to meet actual depreciation or 
according to the current rate. it is the same with machinery, 
equipment, machinery and equipment and it is the same also 
in the case of buildings. 

Now, sometimes, it may seem that the rate of depreciation 
fon a given year is a little higher. if depreciation is 
calculated according to the ordinary rate and if you happen 
to sell, in revising your assets -- and particularly in this 
field -- you are obliged to raise the rate a little more 
during the year, to reach a normal hevel. 

Q@. You would have increased it more last year than 
in previous years, as far as depreciation is concerned? 


A, Perhaps more than the previous year; not necessarily more 
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than required by reserves for wear or actual depreciation, 
in the aggregate. 

2o Under the surplus account for 1943, at item 
"Patronage dividend" 1942, $97,840.74", is it the whole of 
the patronage dividends paid in 1942 that is shown? 

A. The patronage dividends totalling $97,840.74 earned in 
1942 were paid in 1943. To sum up, this is the whole of 
the operations. 

Q. Am I mistaken when I say that your Cooperative makes 
profits in selling the products supplied by its members as 
well as in selling to people who are not its members products 
which were not purchased from its members, that in processing 
other products in some of its branches, especially the 
Princeville Abattoir, it also makes profits on investment that 
it owns? Are not these the four major sources of the profits 
made during a year by the Cooperative? Ae Vibe prot its 
made from net operations or overpayments necessarily result 
from transactions made for and on behalf of our local coopera- 
tives, our members therefore, and also for and on behalf of 
non-member individuals or organizations which come to us. 

@. And you are not in a position however to tell’ ug 
to what extent those profits or overpayments may be divided 
between those four classes of operations? With regard to 
investments, yes. A. As to investments, they belong to 
Sie infinitesimal order. 

Q. With regard to sales made to non-members of 
products supplied by non-members, you cannot tell us that? 
em chat is 4 question connected with those you asked me 
yesterday. 


Q. As to the products you are processing? A. It is 


the same thing. 
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BY MR. BEAUREGARD: 

The rest is a debate on the words "benefits" or 
"profits", 

BY MR. 2 ROSSARD: 

Q. Under the general expenses item for 1943, 
"Contributions, $6,338", What is that item? A. We are, 
for instance, at the Cooperative Federee, members of the 
Federation Canadienne d'Agriculture, members of the Conseil 
Superieur de la Cooperation, members of the Dairy Farmers 
Bly eatedass ot hid this is reece in the amount of $6,338 
that I would not venture to itemize for fear of making a 
mistake. 

I may say that at a certain time we gave a scholarship, 
and I think that this is another amount which is included in 
that total of $6,338. 

MR. BEAUREGARD (text): That is the case, Mr. Chairman. 
We might be ready now to proceed with the United Fishermen 
of Gaspe. 

THE CHATRMAN: 

Is that an English case? 

MR. BEAUREGARD: 

That is another French case. 

THE CHATRMAN: 

I woundered if at this stage we might not have an 
English case, for the edification of my colleagues, 

However, ---- 

MR. BEAUREGARD: 

Unfortunately, there are two other cases I have; one is 
LtAlliance des Cooperatives de Consommation, which I believe 
will be entirely in French. A brief has been prepared by 
Mr. B arbeau, and I do not think we have any translation, 

I will file the annual reports and the donstitution 


of the United Fishermen of Gaspe. 
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UNITED FISHERMEN OF QUEBEC 


a aS ea eraeh he eeR RSS eSutbatrennenyenien diss viele cabaaninicarsoncr adres 


ol years Old, Tesiding in Stée-Anhe de 1s Potatiers, P.Q., 
being duly sworn on the Holy Evangelists, deposes: 


ee: SES A ee Seem 


BY MR. BEAUREGARD: 

Q- Wheat is your connection with the United Fishermen of 
Quebec?, A. General secretary. 

4- lL understand that you have prepared a brief for this 
Commission regarding the United Fishermen of Quebec? 
Pe crhbaLeisiriont. 
Qe. And you are at the same time, I suppose, the man on whom 
the United Fishermen of Quebec depend to furnish additional 
erplenatious:, “if ’any? A. Yes. 

y4:. With the Commission's permission, I would ask you to 
read the. brief. A. With pleasure. 

Brief Presented to the Royal Commission of 


Inquiry on Cooperatives by the United 
Mishermen of Quebec 


ot 


1 - Situation of the Quebec fisherman before the organization 
of Cooperatives in 1939. 

« - Attitude of public bodies towards fishermen's cooperatives, 

S = History, organization and operation of fishermen's 
cooperatives of Quebec. 

4 - Results secured to date by the organized fishermen and 


Prone itorithe future: 


eke 
It is an established fact that if one does not take war 
periods into account, the fisherman of Quebec is the most 
gil-paid in the world, In 1938, for instance. His average 
net income per day's work was 87 cents. 
Fishermen, at least those who could still do so, migrated 


in great numbers to the large cities. From 1908 to 1939, 
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more than 7,000 fishermén left their boats to rot on the 
peaches and set out in quest of a less unprofitable occupa- 
GLON. 

The situation of the fishermen was alarming. Most of 
them lived in the direst misery. They were, generally, padly 
housed, poorly clad and undernourished. Gases of tuberculosis 
were on the increase. In a word, it was the collapse of 4 
whole industry. 

- Iii « 
In the federal field: In 1928, a Royal Commission was charged 
with the task of conducting an inquiry on the fisheries of 
the Maritime provinces and the Magdalen Islands, In its 
report, this commission strongly recommended to the Federal 
Department of Fisheries to help and even subsidize the 
astablishment of fishermen's cooperatives. 

For several years, this department has been paying 
annually a sum of $50,000.00 towards an adult education 
campaign among the fishermen looking to the establishment 
of cooperatives. The organization of fishermen in the 
province of Quebec was brought about for a good part thanks 
to this policy. 

The federal government pays in addition an annual grant 
of $3,000.00 to the cooperatives of the Maritime provinces. 
in the provincial field: The act creating the Service of 
Sea Fisheries of the Province of Quebec, Revised Statutes, 
1925, stipulated that this service should: "See to the 
creation of fishermen's cooperatives, their organization and 
their operation." ae a matter of fact, the provincial depart- 
ment of Fisheries has always interested itself closely in the 
matters Upon the foundation of the United Fishermen of 
Quebec in 1939, 11 paid an initial grant of $30,000.00 in 


order to enable the newly formed organization to operate 
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efficiently. -Since then, it has helped in various ways, 
also both by grants and subsidies and through the collabora- 
iOn of ite ofritials, 

Governments realized that it was preferable to help the 
Pishermen to get on their feet through their own means 
rather than pay them relief money which improve nothing. 
From 1929 to 1939, the two governments paid in grants of 
every description more than five million dollars in Gaspe 
alone, of which close to three millions in direct relief to 
the fishermen, without succeeding in raising by one iota 
Sheir pitiful standard of living. 

- JIT « 

The first fishermen'ts cooperatives in the province of 
Quebec date ara 1923, following the transfer of fisheries 
ecmimrscracion by the federal to the provincial. This Tire. 
attempt had rather promising beginnings and rendered 
appreciable services to the fisher folk and the industry. 
But a few years later, in 1927, the movement disappeared 
almost completely, for want of education in the matter of 
cooperatives. 

The present movement dates from 1938, at the time of the 
foundation of the Superior School of fisheries of Ste-Anne 
de la Pocatiere. A social-economic service grafted on this 
institution and subsidized by the Federal Department of 
Fisheries immediately undertook a campaign of cooperative 
education among the fishermen. Short courses to form leaders, 
public lectures, distribution of suitable literature, con- 
ventions, radio, etc., all methods of adult education were 
used. As a result, the Federation of United Fishermen of 
Quebec secured its statutory existence in April 1939, when a 
special bill of the legislature incorporated it, under the 


Cooperative Syndicates Act of the province of Quebec. This 
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federation is organized on the local pland and formed on the 
hierarchical system into a central body which actually 
numbers 29 local cooperatives and more than 3,000 fishermen 
members. | 

Local cooperatives: 

a) Financial structure: The locals are absolutely 
autonomous and each of them represents a separate corporate 
entity. Their capital is composed of the shares of the 
members. The amount of those shares varies from one to ten 
dollars, according to the communities, and in relation to the 
more or less great need for original capital. This capital 
bears interest which is now fixed at 4 per cent. 

b) Operations: The locals look after the preparation, 
grading and packing of the products of their members, and 
the pooling of orders for the fishing-tackle which they may 
need. The locals do not purchase those products but only 
take them for processing purposes and return them afterwards 
to the federation which is charged with selling them, by 
billing them at the average price of the processor obtained 
on the great markets. | 

In order to enable the fishermen to meet their obliga- 
tions and to live on a cash basis pending the sale of their 
fish, the local pays them a weekly advance of so mucha 
pound on the products delivered during the week. This 
advance ig not necessarily the price of the fish and, as 
a matter of fact, it is always lower than the sale value. 
It is fixed by the board of directors of the federation, 
which supplies the pane and is based on the approximate 
value of the commodity, the cost of living and possibilities 
of securing funds. There is no rigid contract, between 
the locals and the federation, except that of affiliation 


and the one entered into at the time funds are supplied 
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by the "Centrale". The locals deal solely with their 
members. 

c) Profits and Patronage Dividends: The amount of the 
profits is determined by establishing the difference between 
the total amount of the "advances" paid to the fishermen 
plus the cost of processing the fish, and the total of the 
invoices to the federation, at the time of the shipments. 

It is easy to understand that the question, here, is not 

one of “profit™ in the commercial and usual meaning of the 
word, Since there was not even a purchase. What is called 
"nrofits", solely to use an expression more easily understood, 
does not represent anything but the balance due the 

fishermen, on the true sale value of their products, and 
which must be refunded to them at the end of the fiscal year. 
From 1939 to 1943, the sums refunded in this way amount to 
$525,248.64, on a total turnover of $2,520,822.23, 

d)} Reserves: To consolidate the financial structure of 
their enterprise, and especially so as not to expose their 
organization to a second failure, local cooperatives levy 
each year an amount equivalent to 5% of their “profits”, 
for lack or somethine bettér, for the creation of ayreserve 
fund. This reserve represents, on the part of the fishermen, 
the temporary sacrifice of a fraction of the value of 
their products and remains ever their collective property. 
The reserves accumulated to date in the locals, represent 
an amount to $46,644.18. 

The Federation: 

a) Organization and vapitalization: The federation, 
"Los Pecheurs-Unis de Quebec", (The United Fishermen of 
Quebec), is also a separate corporate entity. Its capital 
comes wholly from its affiliated locals, which alone may 


own their shares, the value of which is ten dollars each. 
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The locals absolutely control the whole enterprise, through 
a board of directors elected at the annual. convention, and 
chosen from among the fishermen members. 

b) Operations: The federation organizes and directs 
the production at the locals; it supervises the book-keeping 
and the administration, sees to the general financing and 
undertakes the final sale of the products and the buying of 
fishing supplies. Moreover, it busies itself with everything 
that pertains to the development of the industry and to the 
occupational interest of its members, 

So as to efficiently carry out this work, the operations 
are divided into two sections: production and purchases 
and sales. 

(1) Production: The main office for production is 
located at Gaspe. The staff at that office is at all times 
in touch with the locals. It supervises and organizes all 
that pertains to their production and to their wise and 
economical administration; it supplies them with the necessary 
funds to make the “advances” to the fishermen and looks after 
the taking of the essential securities required by the banks, 

(2) Purchases and sales: The main office for purchases 
and) sales is located. at Montreal, There, the United Fisher-— 
men of Quebec have purchased and squipped a vast modern 
cold storage plant to facilitate the orderly and more 
economical disposal of sea products. In so establishing 
itself at the center of the metropolis, at the cost of 
great sacrifices and considerable risks, the federation 
pursues many very important objects, of which the following 
are the most important: 

1 —- Place the Montreal market at the disposal of our 
sca products of Gaspe, 


2 — Secure better remuneration for our fishermen. 
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3 - Dispemse with useless middlemen in the £180 trade. 
4 - Improve the distribution of products and ensure 
better quality and services to the consumer. 

(1) Securing the Montrea} market for our fishermen: 

The first of the aforementioned objects is the 
most important for the future and the development of the 
fishing industry, and for the survival of the Quebec fisher- 
men. Fishing, more than any other industry, requires 4 
stable and Peohonens market, one that is as close as 
possible to our coastal establishments; for fish, for the 
most peru, 1S, now sold fresh or chilled: it is) therefore, 4 
commodity that does not keep well and whose transport and 
preservations are expensive compelling the fisherman to sell 
his catch within the shortest time possible. Until now, tne 
Quebec fisheries have supplied only foreign markets: Great 
Britain, Italy, Portugal, the West Indies and the United 
States, The future of these markets, under present war 
conditions, has become very problematical. One recalls the 
incident or the a anaeyats ganctions against Italy, during the 
Ethiopian war of 1934, which closed to the Quebec fishermen 
their most important outlet, in the depth of an economic 
depression, plunging a great many families into distress and 
jeopardizing for a long time one of Quebec's most important 
resources. Our fishermen, who, in their cooperative study 
clubs, have studied their problems and learned to look 
ahead, do not want to ever see 4 recurrence of this exper- 
Lencee 

Now, on the Montreal market, according to an investiga- 
tion by the Department of Fisheries of Quebec, in 1937, 2he 
whole import and distribution trade of fish 1s unipne-pres 
portion of 90% for the wholesale trade, and of 60% for the 


retail trade, in the hands of Nova Scotia companies and 
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foreign merchants. These companies obtain their fish from 
Nova Scotia fishing ports and even from foreign countries, 
whilst Quebec fish remains in storage or finds its way to 
distant overseas ports. 

Here are the astonishing findings contained in a report 
on the conditions of our fisheries submitted to the 
government of the province of Quebec: "First, on our local 
market, the consumption is extremely low, being barely 
one-fifth of that of Great Britain. Moreover, for Quebec 
in particular, the consumption of our own fish, on our own 
markets, is still lower. Our yearly per capita consumption, 
in the province of Quebec, is 20 pounds only, whereas, ge 
most of the European countries, it is up to 40 and even 60 
pounds. However, we consume fresh fillets from Halifax, 
chilled salmon and preserves from British Columbia, smoked 
herring from Norway and canned crabs from Japan. Even 
salmon, imported from Soviet Russia has been seen. on the 
Montreal market. This situation presents a serious anomaly, 
is detrimental to our Quebec fishermen, who are unable to 
Self their products, injurious to the Montreal consumers, 
who have to pay additional transportation costs, customs 
dutiestandiprofits, besides paying for the product itself. 
In establishing themselves on the Montreal market, the 
United Fishermen of Quebec work toward the righting of van 
economic situation, unfavorable to all our people, and the 
recovery of a market which is theirs. 

(2) Secure a better remuneration for the fishermen of 
Juebec: 
This is, in fact, a very considerable price spread 
between what the fisherman receives for his products, and 
what the city consumer pays for the same product. “Tne 


report of the Royal Stevens inguiry, in 1935, contained 
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revelations on the subject that are most interesting, and 
far from edifying. Here is a list showing the spread of 
prices, betwesn the producer and the consumer, of cod and 
haddock fillets, shipped to Montreal, for the Nova Scotia 
distributors, during the first week of October 1954 (Stevens 


Report, page 192). 


Cod Fillets Per pound 
Price to the producers 3.26 cents 
Price to wholesalers 10.0 A 
Price to retailers L340 % 
Price to consumers 18.0 i 


If one considers that, according to the same report, 
fishermen were receiving from the distributor only l cent 
to 14 cents a pound, for unprepared cod, and Ghat Gosh, or 
transportation, from Gaspe to Montreal, of chilled fish, may 
vary between 3/4 and 1 cent a pound, one may easily figure 
out the enormous waste resulting from an {ll-organized 
distribution. 

Now, during this same period, here is;veaccordipg (eo, 
the evidence at the same inquiry (Stevens Report, page 184) 
the distressing situation of most of the fishermen of 
eastern Canada: “Evidence submitted by competent witnesses 
indicates that the earnings of the average fisherman in the 
different localities of eastern Canada for the year 19383 ran 
from $75 to $400, according to the district in which the 
fisherman worked, and that there would not be more than 10 
to 15% improvement in earnings in 1OS ag" 

(3) Dispense with useless middlemen in the fish trade: 
As may be already seen, one of the most beneficial 

results of the agtablishment of a cooperative branch in 
Montreal, will be the elimination, in the fish trade, of a 


certain number of useless middlemen, who live at the expense 
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of the producer and consumer, realizing, without productive 
work, enormous profits and constituting one of:the worst 
defects of ovr present economic system, 

To quote again from the report of the Stevens Commission 
(page 187), here is the set up, with respect to the middleman, 
in the fishing industry: "The usual, although not exclusive, 
practice in the industry is for the fisherman, who must be 
considered as the primary producer, to sell his catch to 
local distributing companies or dealers, a number of whom 
operate at important fishing centers along the Atlantic 
sea cost. These distributors, where necessary, process the 
fish and sell to the wholesale operators either in the 
Canadian or export markets. The wholesalers relay the 
product to the retailers, who in turn sells it to the 
consumer." 

The United Fishermen thanks to their well planned 
cooperative organization, will bring about the disappearance 
of a goodly number of companies and dealers who bought 
fish.since the fishermen now sell their catch through their 
cooperative; they no longer will rely on the broker who, 
previously, without even a look at the product, received 
a 10% commission for his services; thanks to the Montreal 
establishment, they will be able to dispense with the 
wholesalers; they will sell direct to the small dealers, 
to educational institutions and to religious congregations; 
they will thus remit to the fisherman a higher percentage 
of the sale price of his fish. 

(4) Improve the service and the quality of the product: 
The cooperative organization of the Quebec fishermen 
is based on two principles, which constitute an excellent 
guarantee for the Montreal consumer: Pires. DVL ees 


the first object of the cooperative system, service, instead 
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of profits, it prevents all attempts to defraud and all 
tendency to excessive gains; secondly, by placing the move- 
ment on a stv7y basis,.it replaces the incentive of competi- 
tion, now a thing of the past, by a constant improvement in 
production and sale methods and an ever steady march towards 
progress. Jf one may rely on the report of the Stevens 
Commission (page 191), the consumers of the metropolis have 
had very little cause to congratulate themselves over the 
regime of the large corporations, either from the point of 
view of the fairness of their relations or from that of the 
quality of the products. "Evidence given by wholesale and 
retail fish dealers operating in Montreal and Toronto 

end toatoe that the handling of fish in retail stores in 
those cities is not uniformly satisfactory. With the excep- 
tion of certain stores that are adequately equipped to sell 
fish, conditions in many of the retail outlets are so 
inferior as to cause a limitation upon the public demand for 
this product. A majority of those that peddle fish from 
door a door in trucks or wagons sell fish of an inferior 
quality and under conditions of handling that would be 
improper for products of even a less perishable nature." 

“Conditions existing in the retail markets present one 
of the reasons for the relatively low per capita consumption 
of fish in Canada." 

The United Fishermen, through their Montreal organization, 
propose to control, themselves, the handling of their 
products and to ascertain, if necessary, the sanitary condi- 
tions of retail shops selling their products. Their very 
modern plant, indeed, enables them to retain in the Quebec 
product all its flavor and value. 

The Quebec fishermen propose to secure outlets, not by 


means of dishonest practices and deceitful publicity, but 
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through the quality of their products. They will be ina 
position, through their Montreal establishment, to ascertain 
the tastes and preferences of the consumers of the metropolis, 
and to offer them a genuine Quebec product of a higher quality, 
for, in the opinion of experts, they are ideally situated 

to supply fish of the highest quality: the fishing regions 

of Quebec are very close to the coasts, so that fish caught 

in the morning can be shipped and placed on the market. in 
Montreal the following morning, in a better condition than 
would be possible for any other regions of the country. 

The cooperative organization will also enable them to do 
away with certain dishonest practices to which the Stevens 
report calls attention (page 191) "We were advised by 
wholesale and retail fish dealers that there has recently been 
a ‘definite tendency on the part of some retail dealers to 
misrepresent not only the quality but the class of the fish 
retailed. It seems to have been established beyond dispute 
that cod fillet are frequently sold as haddock fillets, and 
that in some stores even have fillets sold as haddock. We 
were also advised that imported salmon'is sold as Gaspe salmon, 
and that the practice is to: dispose of flounder as lemon sole? 

The cooperative market of Montreal should also serve 
to stabilize prices: it often happened, indeed, that the 
Nova Scotia companies, which control the Montreal market, 
flooded the market, at the height of summer heat, with a 
product of inferior quality which they sell at a loss, to 
the detriment of the Quebec fisherman forced to dispose of 
his catch during that seasons in winter time, those same 
companies, lacking competition, raise their prices to a 
pronibitive level and, in turn, exploit the consumer. From 
now on, the poste fishermen will be enabled to place the 


surplus of their summer catch in storage, and to supply the 


{ 


ae ae 


Fae 


ae 
y 


' 
tine a 
. . a wg 
ee Nel & cole nal 


-3278-— (translation) Mr. Boudreault 


consumer, the whole winter long, with an excellent product, 
at a reasonable price. 

(c) Dealings with non-members: In order to retain its 
customers, especially’ on the Montreal market, the federation 
finds itself compelled to supply it regularly with certain 
products, such as, shrimps, scallops, Great Lake trout, etc., 
it cannot obtain from its members. These operations 
represent about 5% of its total turnover and yield small 
profits, Apart from these special products, the federation 
deal only with affiliated locals 

(d) Profits and Patronage Dividends: The locals pay 
the federation a 5% commission on the sale of fish products, 
with the exception of luxury products, such as, Salmon and 
lobster, on which it pays a 2% commission Only, iitweatsorpe ys 
a 2%commission on all Supplies and fishing gear. Therefore, 
profits accrue from such charges and also from the difference 
between the processor's price paid to locals, and the 
wholesaler's price or the retail price secured through the 
Montreal organization. Such profits do not constitute either 
a profit as they are refunded to locals at the end of the 
year in proportion to their transactions. For the last two 
years, these patronage dividends amounted to $49,652.12. 

(e) Reserves: Considering the greater risks imposed on 
the central body by its selling agency, the locals agreed to 
put in the reserve fund an amount equal to 15% of their 
net profits, . Such a reserve, as well as the locals’, reserve, 
constitutes a collective property for the fishermen-members, 
and guarantees the stability and the permanency of their 
undertaking. This reserve fund amounts actually to 
$9,236.60. 
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old system of large companies and of trade on.a profit basis. 
was absolutely ineffective and unable to save the industry 
from disaster and abandonment. 

Much more interested in securing a sufficient margin of 
profit rather than in improving the industry and above all the 
fishermen's living standard, these companies were bogged down 
in an inconceivable routine. Up to 1935, after all the 
countries of the whole world had transformed their whole 
jndustry, the Quebec fisherman was still operating as in 
Jacques Cartier's time, angling with rod and line, and 
sticking to salted and dried codfish. Moreover, right in the 
middle of the twentieth century, they were still following 
the "barter" system. | 

They proved their superiority in the first place from 
strictly economic standpoint. In 1938, the Gaspe fisherman 
received $1.40 for 238 pounds of headless and emptied CoOdrish, 
and that the form of goods sold at profits ranging from 
40% to 100%. As early as 1939, the cooperatives realized 
more than $3.00 for the same quantity of fish and the price 
of fishing gear dropped on an average 40%. In 1943, the 
organized fisherman received #5.80 per hundred pounds for his 
codfish, while the average price paid by the companies was 
64.20, And that does not take into account reserves and 
accumulated surplus. Merchants do not admit easily their 
inferiority with respect to cooperatives. lt is a Vsiebat ies 
ant fact, however, that up to 1941, most merchants were 
claiming that they could not compete with cooperatives 
because the latter were not making enough provision for 
depreciation and reserves, and three years after, they claim 
that it is because they make too generous provision for such 
purposes. The truth is that the cooperatives do not have 


to worry about the profit element, and that they are more 
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efficient because they get more easily the cooperation of 
those who are primarily interested, the fishermen! 

But the .nfluence.of the United Fishermen of Quebec by 
far transcends tha wielded in the economic field; it reaches 
out into the social and civic field by repercussion. The 
organized fishermen have become the masters of their economic 
destiny and by that very fact they have become better 
citizens. 

ney now face the future confidently, and “strong in 
their expericnee of labour in common, they are now studying 
together the means of further improving their production 
and transforming their industry, their region and their 
population into an asset for the country, instead of being 
as in the past a millstone around the neck, 

NR Fhe 

Conclusion: Fishermen's cooperatives in the provinee 
of wuebec are not born of chance or whim, Recommended by 
several commissions of inquiry: and approved by independent 
authorities in the economic and social field, they were 
created to avert a disaster. 

They developed thanks to the effective sympathy and 
help of public bodies, at their witst end before the obvious 
Pugieiey OL prants and direct. reitel, 

They have definitely established their superiority over 
ordinary trade in this industry and they have given anew 
to the fisherman the hope of earning honestly a modest 
competency with his hard calline. 

Fishermen do not like to live on public charity. To be 
in a position to dispense with it, they have made enormous 
sacrifices by depriving themselves of part of the value of 
their catch to ensure the permanency and the stability of 


their cooperative enterprise by creating substantial reserves 
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for themselves. They consider that a taxation plan which 
would actually jeopardize the existence of an organization 
established ac the cost of so many sacrifices and NON en 
self-devotion would be an anti-democratic, anti-economic 
and anti-social measure. 
Pecheurs-Unis de Quebec 
(United Fishermen of Quebec) 


Gaspe - Montreal. 


BY MR, BEAUREGARD: 

Q. lL understand you have filed with the members OL 
the commission the annual report of the United Fishermen 
of quebec for the year 1943-44, with a copy of its con- 
stitution? A. Yes. 

Jj» Turning to the first page of the Annual Report, = 
notice there are 23 affiliated locals? A. That was a0) vie 
end of 1944; the number has increased by now, there are 2&9. 

Q. Now, can you tell us what is the proportion of 
Gaspe fishermen among the members of local cooperatives? 
Gan you tell us that? A. At the present time, in Gaspe, 
around 80 per cent. 

Q. The cooperatives represent about 80 per cent of 
the fishermen? A. Yes, of Gaspe fishermen. 

4. Do the fishermen who do not belong to cooperatives 
do business with the cooperatives? I mean, do you sell 
their products for them if they are not members? 

A. To my knowledge, no; there may be a co exceptions. 

Q. But it would be an isolated case? A. Yes. 

Q. As a rule, the cooperative accept on consignment 
and sell only the products of their members? A. Yes. 

Q. Can you tell us if the locals sell the non-members 


all kinds of fishing tackle and other things they generally 
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sell to their own members? Ae There again, there: may 1, 
be some isolated cases, but it isnot the general practice. 

Q What kind of firms transact the business of 
non-member fishermen? ee they the old firms that used a 
trade in Gaspe? A. They are the old firms, with a few 
individual traders. 

Q@- Does the United Fishermen Cooperative maintain a 
warehouse in Gaspe? ‘A. Yes. 

Q. What is your general procedure? Is the fish kept 
for a long time in the warehouse before it is sold or is 
shipped as soon as possible to Montreal. A, All the Gaspe 
ecold-storage plants belong to the provincial Department of 
Fisheries and are made available to our cooperatives for a fee. 

Q. it is therefore a service the locals do not have to 
provide; they use warehouses already built and maintained by 
the Department of Fisheries of the province? Bey Vest bus 
these warehouses are not big enough to store all the catch 
during the fishing season; they must be cleared as more Tish 
comes in, 

Q. Where do you send the fish when you take it out of 
the warchouse? A, The product goes directly to market or 
part of it is stored in Montreal ae part’ of it. sentvdireculy 
to market. 

BY MR. BROSSARD: 

Q. Do I understand this brief was prepared by yourself? 
A. Not alone; in collaboration. 

QO. With other members of the United Fishermen? 
A. With other members of the exccutive,of the United Fisher- 
men of Quebec. 

Q, Hag it been submitted to the executive of the United 


Fishermen? A. Yes, and to the board of directors, All 


the directors received 4 COpy. 
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Q. The dtrectors only? Have you sent copies to the 
various subsidiaries? A, To the’ directors only. 


Q. Therefore, to the members on the board of directors? 


Q. it was approved by them? <A. Yes. 

QO And “each of them takes full responsibility for ail 
statements and data contained in this brief? avs Leo. 

Q. Could you, however, tell us from what source you 
have taken a certain number of statements contained in your 
brief and particularly the passage of Chapter 1 which says: 
"It is an egtablished fact that if one does not take war 
periods into account, the fisherman of .uebee is the most 
{ll-paid in the world." On what do you base that statement? 
A. On the statistics of the provincial Department of 
Fisheries and of the Dominion Department of Fisheries. © 

Q. Have you any particular ones to which we can refer? 
&. These figures are taken from Mr. Louis Berube'fs book: 
"Coup dtoeil sur les pecheries de quebec." 

Q. When was it published? A. It was: published in 
1940 or 1941, and Mr. Berube took those figures from the 
statistics. 

Q. He gives the reference himself and it is the source 
of your information? ie .eS. 

@. i notice that in several places of your bDrief\you 


refer to the Report of the Stevens Inquiry Commission? 


Q. And that you quote widely Tromeaue Ae NSS 

Q. Can you tell us if the economic conditions of which 
the Gaspe fishermen may have complained at the time of the 
Stevens inquiry are still the same to-day, or, since when 
and why have they changed’? A. The Stevens inquiry took 


place at the worst period of the depression. The situation 
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has certainly changed since then. 

). Can ‘ube said that it has radically changed since 
then? Ae Yes, one might say so. 

(se Bnpirely? ‘A. Pretty mu6n'so. 

Q. Not only with regard to conditions in Gaspe but with 
sales conditions of the products in Montreal and the province? 
Hee WL Gs 

Q@. It would be unfair to state that competitors of the 
United Fishermen in Montreal are resorting nowadays to methods 
closely resembling fraud? Aw it is still beine done, 

Q. Will you tell us what is the basis of your statement. 
You are expressing your own opinion. You must weigh your 
words. You claim that fraudulent methods are being resorted 
to nowadays. Will you tell us what are those fraudulent 
methods you are complaining of? he Sip sve well known fae 
that codfish is sold for haddock on the Montreal market. It 
$s well known fact that Gaspe salmon is served in Montreal 
hotels during March or April. when there is no Gaspe salmon 
on the market. Tt is British Columbia, salmon labelled 
"Gaspe salmon". 

Q. Have you personal knowledge of that? Mou, Vos 

Q. Have you often ordered, in Montreal hotels, salmon 
labelled Gaspe salmon when you knew it was not? A. Yes. 

Q. Was it called fresh salmon or canned salmon? 

Gee?) On the novel bill of fare it was called ~reshsainon. 

Q. Are you in a position to state that it was not 
canned Gaspe salmon? A. Yes, because Gaspe salmon is hot 
canned. 

Q. Not canned by the cooperative or by the other fish 
dealers? Ay: At. least, not oh 4, commercial basis; ia .row 
cans, maybe, but not to my knowledge. 


Q. Does not the cooperative buy canned salmon from 


rd an 
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Magdalen Islands? A. Not salmon. 

Q. Doce it buy lobster? A. Yes, lobster, a few 
cases to supply our clients. 

Q Apart from these unfair practices you have just 
mentioned, can you state positively that there are any others 
which still subsist on a big scale, because you say "The 
fishermen of Quebec want to win their markets, not by unfair 
methods and misleading publicity. I would like to know what 
reasons you can give in support of your statement. 

&. iI have mentioned the chief ones. 

Q. Oan you state that there is still at the present time 
misleading publicity or that there may have been in the past? 
A. I claim that certain companies are still doing some in 
the city of Montreal. 

Gye tit exceptional or general? 9A. Ivwould not cay 
it was general; it seems to be a practice generally admitted 
by fish companies. 

Qe What practice? A, The practice of selling codfish 
£ OL mace and calling salmon Gaspe salmon when it is not. 

We Those arerthoe untair practices on which won epus une 
most emphasis? A. Yes. 

Qs» And at the same time you claim that it is misleading 
publicity since the product 'is not what is advertised? 
ee MULES: 

Qe Do your 29 local cooperatives sign a contract with 
the United Fishermen when they become affiliated? A. There 
is no hard and fast contract. 

Om th have a copy of it here, A. Lt ris what “we cal? 
the affiliation contract. It is merely a resolution of the 
board Cf direction of the local applying for arrifiativon and 
in the said resolution they agree to accept our by-laws, and 


our constitution, that is the constitution of the central 
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organization, 

Q. The ‘ontract is merely an undertaking to observe the 
by-laws of the central? page he 

q. °Do your by-laws provide for payments to be made 
between the central and the local organizations, payments 
to be made between the central and the locals for the sale of 
fish? A. Section 24, paragraph 4, says "The Federation 
undertakes, etc." 

Q.- 1 understand that you act towards your subsidiaries 
in the same way as the subsidiaries act towards their members, 
namely, you advance money regularly? As “Yes. 

Q. The subsidiary, on one hand, advances money each 
week to its fishermen? a) eee 

Qe According to the size of the catch brought in by 
the fisherman? ey NOG. 

Q. And the central, on the other hand, advances an 
equal sum to the subsidiary? A Vine bh as earner yee kD 
affiliated subsidiaries, all the financing is done by the 
contral, but handed out through the local. 

Be We es bo is she central which advances to the subsidiary 
the money the latter needs to finance the fishermen? 

Ae Yes. 

Qe Would you tell us how the weekly advance made by the 
subsidiary to its members is determined, what is it based on? 
Ay It is set by the board, of directors of the central and 
based on the probable sale price of the fish. 

0.0 0m the current price. & The average price, tie 
current price of rien having regard also to the cost of 
liv ing since this advance is given the fisherman to enable 
him to live on a. cash basis until his fish has been sold. 

Wo take into account the cost of living, at the figure the 


fisherman considers as an average, and we take into account 
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our facilities for obtaining money. 

Q. Whoi you say you take into account the gost of 
living, how do you determine the fishermants cost of living? 
Is the cost determined by himself, at his owrf discretion,or 
have you any particular and fixed basis to figure this cost 
of living? &. There is no fixed mathematical basis; the 
basis is determined by our discussions with the fishermen. 

ae. le tie advanee the same for all? &. Yes, the 
game basis applies to everybody. 

Qounie ion ve (basis “OL So much a pound? A. So much 
per hundred pounds. 

Q. Taking into account too the quantity of fish sold? 
& Yes, the variety. 

®, It is exactly the same for everybody? pT eo 

Q. You submit that 3t is fixed under an agreement 
between the cooperative and the fishermen themselves? 
he  L vee your pardon, st is determined by the board of 
directors of the central body. Now, the directors of the 
central body who decide upon that advance are the representa 
tives of the locals; they are fishermen themselves, but there 
$6 no direct consultation with the locals to determine the 
advance e 

Q. Neither with the Local nor with the fishermen’? 

&, No, except through the board of directorse 

Q, The amount of the advance, this percentage, is 
determined -~ I would not say arbitrarily -- but only by 
the board of directors of the United Fishermen? Ae YeSe 

Q. And you submit that, in determining the amount of 
the advance, the board of directors take into account the 
conditions of the market and the cost of Living. How can 
they take into account the cost of living? 


he. - The board. of directors which determine that advance is 
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composed of fishermen who themselves are engaged in fishing 
and who personally know how much it will cost them to 

support their family or the average fishermants Family during 
oné month or one week. Those fishermen who have 18 or 20 

or «5 years of experience, are on the board of directors 
which knows roughly what will be the catches of fish of their 
fishermen, from such to such period, bearing in mind the 
experience of previous years, and thus the board of directors 
is in a position to figure quite rightly what would be requir- 
ed as an average advance by the average fisherman, because 
there are big and small fishermen, to live without running 
PUvOMMeEDo, CONbuUy Tor cash during the season. 

Q. The advance is determined first according to the 
market price at the selling place and to the amount of fish 
delivered each week by the fisherman. Therefore, the amount 
which the fisherman is to receive will vary in accordance 
with the amount of fish caught by him and the market price 
in Montreal? a Wad EU Vp 

Q. How is the cost of living taken into account if the 
fishermen comply with those two factors? 

MR. NADEAU: In short, you finance out. of the 
patronage dividends which you hold back for a certain period, 
the patronage dividends which you keep for a certain period 
instead of giving them to your locals, to help them to 
finance? 

MR. BEAUREGARD: I think that at the time they have 
not received payment for the fish; the ilVen ws nou acid ee 
is not caught, 

THE WITNESS: When advances are determined, the fish is 
not caught yet. 


BY MR. NADEAU: 


Q, You are making advances before the fish is sold? 
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BY MR. BROSSARD: 

Q. Even before it is caught, you make a weekly advance’ 
A. The advance is made by the central body before the fish 
is brought in. 

Q. By the local cooperative to its members? 

A. The advance is made once a week on the fish they will 
catch during the week. 

BY MR. BEAUREGARD: 

Q. There are two kinds of advances; one of them is 
intended to support the fisherman until his fish is sold? 

&, Yes. 

BY MR. BROSSARD: 

Q@. Ag a matter of fact, does the member of the local 
cooperative alla ee any time from his local cooperative 
otherwise than by way of a patronage dividend an amount 
exceeding the weekly Cente nade to-hime by bas Poe. 

In other words, besides that weekly advance made to him by 
his Hoceal, what are the other amounts the fisherman receives 
Peon. nie Local? A. He receives those advances during the 
fishing season, and when this season is over, he gets his 
patronage dividend. 

BY MR. BEAUREGARD; 

QO. The dirference Deer oenecnne selling price and the 
amount the fisherman has received already? Bo) Les. 

BY MR. BROSSARD: 

Q. How is that patronage dividend determined? 

Ae Ab Lue ee arter the fish is prepared in the local and 
shipped or delivered to the central body, the local coopera- 
tive bills the central body at the average price of the 
processor. Then, the central body credits immediately this 


local for so many thousand pounds of sucn or such 6. Kind of 
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fish at 17 cents a pound, for instance, and at the end of 
the year, you have on the one hand the advances made by the 
sentral body to the local during the season, and on tne 
other hand, you have the fish billed by the local to the 
central body at the average price during the season. The 
difference between the two represents the amount due to the 
fisherman. 

Q. The amount due over and above the advances made by 
the central body is all distributed to the members of the 
local? By Xess. 

Q. I think that you have prodused statements showing 
the amount of the patronage dividends paid to the locals 
during 1943 -- $258,672? A. Yes. 

Q. This represents, I think, a substantial increase 
over the previous years? A. For 1942, $1 655706 5 

Q. On the other hand, the reserves set up by the Locals 
amounted to a grand total of $12,896, in 1943? A, That is 
right. 

Q, That is the whole of the reserves set up by your 23 
locals, the total amount? A, Yes. 

wele i. no» a fact that in the same year the United 
Fishermen set up a much higher reserve for all the locals? 

T understand it amounts to about $49,000 at the central body? 
A. It is not $49,000; 15 per cent on the net profits of the 
central body, which amounted to $61,577.59. Fifteen per 
cont of that sum gives $9,286.60. 

Cw ines 46 a. reserve set up by the central body? 

Ae Yes. 

Q. Do you know for what purposes those reserves of the 
central body on the one hand, and those reserves of the locals 
on the other hand, are intended? A. (Most: of tiese rescore s=, 


at the present time, are snvested in buildings; but they are 
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set up particularly to cope with future difficulties. The 
fish trade is unquestionably one of the most dangerous. Wo 
have to deal continually with a perishable product and the 
fish markets are always most ticklish. Ag soon as the 
glightest chenge takes place in the general conditions of 
economy, the fish industry is usually the first one to suffer, 
You have to do with an industry or business that is extremely 
ticklish and dangerous. ‘That is the reason why fishermen 
understood that it fae essential to set up reserves. 

BY MR. NADEAU: 

Q. You do not charge any interest on advances made to 
mombers. When advance is made by a local on future production, 
do you charge any interest’? A. No, butitie, centrally body 
charges an interest to-.the local. 

BY MR. BROSSARD: 

Q. What is the price policy for the competitors in ohe 
Gaspe district? Do the prices they pay compare fair Ly. 
with yours? A. Last year, the average price paid by fish 
companies to their fishermen in the province of Quebec was 
$4.20, according to the statistics furnished by the Depart- 
ment of Fisheries, while, as soon as their patronage 
dividends were paid to them, the organized fishermen received 
last year an average of $5.80. 

Q. There would be a difference of #1609 AY “Yes, & 
difference of $1.60 per 100 pounds. 

BY MR. NADEAU: 

Q. You refer to the elimination of middlemen. To what 
extent do you suggest they should be eliminated? A. Maybe 
she word eliminate is a little strong. That is to say that 
with the cooperative organizations as envisioned by the 


organized fishermen, you are bound to see a number of middle- 


men in the fish industry disappear. For instance, before we 
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established ourselves in Montreal, there were brokers there 
who undertook to sell a certain amount of Gaspe fish, for 
which service they charged about ten per cent. Therefore, 
here is a middleman who is cut off with the cooperative 
organization of fishermen, that is to say that it disappears 
automatically. You are not wiping him out, but’ it disappears. 

BY MR. BROSSARD: 

Q. Don't you think that the cooperative itself is an 
intermediary between the fisherman and the consumer? 

MR. BEAUREGARD: it is a question of principle. 

THE WITNESS: Besides, I say in my statement; “unnecessary 
middlemen". 

BY MR. BROSSARD: 

@, You consider that it is the cooperative tnet replaces 
the other middleman? A. Yes. 

BY MR. NADEAU: 

Q@. You are not suggesting that the cooperative replaces 
the necessary middlemen? Bee NOG. aU ees. 

BY MR. BROSSARD: 

ee LO baila a little while ago that the local billed the 
Central body st the processor's price? aA. Yes. 


Q) 


ye 


Does the central body itself sell only to wholesalers 
or the retailers? A. That depends a little on what you mean 
by retailers. On the Montreal market, here, the United 
Fishermen of Quebec sell to the retailers. 

Q. Are they not selling to the wholesalers? A... Yes, 
we sell to wholesalers in Montreal. 

Qe. At Pet pont prices? «A. Yes. 

Q. Do you-also sell to consumers, that is at a retail 
price? A. Casually, in very small amounts. 

Q. The price to the consumer is of course higher than 


the retailer's price, which in turn is higher than the 
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the wholesaler's price? A. Yes. 

Q. Who takes advantage of the difference of prices when 
the sale is made to the consumer instead of the wholesaler? 
Is it the central body ar the member of the local? 

A. Directly, it is the central body; “indirectly ,(at-3e tue 


member of the local since the profit is returned to him. 


Q. Are all those profits returned to him? A. Yes, 

Q- How? A. Through the reserve. 

as through the reserve? A. jor both, since 15 per cent 
goes in the reserve, 

Q. I would only like to ask two other questions. The 
fishermen of Gaspe who are members of the cooperative 
COUmi nue to. task? «kA! Yes, 

Q At the present time, have they any difficulty in 
disposing of their catch? A. The fishermen themselves? 
Q. Yes, the fishermen themselves who are not members 
of your cooperative? A. No, they experience no Ge TL Gut ye. 
Q. Are they selling at about the same terms as your 
Own members ? A. About, except that they are paid less, 

Q They receive less than your members? a.) Mes, 

Q. But on the whole, their situation has materially 
improved in comparison with what it was in 1935? 
ma “8 ereat deal, and LD think’ theab they admit! that 4t/is 
due to the cooperative. 

mould dt not be due to thei war? Wt A Tae er 
but rather comical situations developed at the outset, even 
with the war; thus it is that at the present time, fish 
companies in Gaspe pay patronage dividends to their members 
because they have been forced to imitate the cooperatives. 

BY MR. BEAUREGARD: 

Q@. lis it not right that the war has closed some markot- 


to you; the Italian market, for instance? 
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&. For dry codfish, yes, the war has closed that market ; 
however, with the organization of the Combined Food Board, 
there is a great demand.for our salted and dried fish; we 
have no difficulty in disposing of it. 

BY MR. BROSSARD: 

Q. It follows from your balance sheet that at the end 
of 1943 the central body had a total surplus of $131,896? 
A. Yes. ; 

Q. On the other hand, it also appears from the informa~ 
tion given in your booklet, that the locals themselves had 
reserves amounting to $12,896? Wore Yes 

Q. Moreover, it appears that your locals had a surplus 
totalling $289,162? ealoes 

Q. lL notice that, in the balance sheet of the central 
body, there is on the liabilities side and under the heading 
"“Gurrent liabilities", the item “Due to the fishermen 
syndicates, $188,659", Is that amount already included in 
the surplus, cither in the patronage dividends of the locals, 
or apart? 4A. It is included in the $289,000 of the locals. 


The commission adjourned until 2:1d0 p.m. 


AFTERNOON SESSION 
The commission resumed at 2.19 pm, 
THE CHAIRMAN: I understand the next case will be 
LtAlliance des Cooperatives de Consommation. 
MR. BEAUREGARD: I believe that the commission is supp- 


lied with the French text and possibly a resume BU alagl sh creat ia kch ole 
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Re; L'talliance des cooperatives de consommation 
VICTOR BARBEAU 
residing in the city of Westmount, at 109 


Cote St. Antoine Road, being sown on the 
Holy Evangelists, de de poses: : 


ee en ar ee 


BY MR. BEAUREGARD: 

Q.- Mr. Barbeau would you tell us what are your occupa-~ 
tion and qualifications? &. ~Professor at 1tEcole des 
Hautes Etudes Oe sndted a 

Q. Of what subjects? A. Languages and political 
economy; president of l'alliance des Cooperatives de 
consommation, president of La Familiale, a consumer 
cooperative of Montreal, 

Qe Are you not also the author of several books? 

Sr Leceit ac is A title, oT wrote several books on economic 
problems: "Mesure de notre taille", “Pour nous Preniian!, 

and very recently, a book on the cooperative system, entitled 
Minitiation a lthumein™. 

Qs Where could we get those books? Bale ie Der very 
pleased to present them to the members of the commission. 

Q. I understand that you have prepared the brief which, 
in accordance with the rule set, has already been submitted 
to the commission, I would ask you to read it and, whenever 
you will see fit, make comments which will serve as additional 
information, tes ee erg 

“L'ALLIANCE DES COOPER:A.TIVES DE CONSOMMATION 
6581 St. Lawrence Street, 
Montreal. 

"Brief submitted by the consumer sector of the province 
of Quebec to the commission of inquiry on taxation of 
cooperatives. 

A) On account of both their object and the means they tak 


to attain it, consumer cooperatives do not consider themselves 
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commercial undertakings and, consequently are not subject 
to the War Income Tax Act pursuant to Section 4 (e) of the 
said act. | 

"Fundamentally and essentially, consumer cooperatives 
are educational undertakings. Everything, economics 
included, is conceived, established, coordinated in terms or 
the setting of a new order which requires a sustained, 
methodical teaching of moral and political sciences and, 
also, of all other things which collaborate to enable the 
man to fully exercise his rights and his dutics. It is 
contrary not only to the principles of corporation but also 
to the already one hundred years old practice of consumer 
cooperatives, to see exclusively in them organizations whose 
object is the satisfaction of the needs of their members 
through cooperation, charity. At first sight, such is the 
case but they will not stop here. They intend securing a 
greater measure of justice in economic deelines by setting 
fair prices. In doing so they answer a call made by the 
prophets of Israel, the canonists of the middle ages and 
which was repeated all through the ages. 

"T+ was understood by the pioneers of Rochdale who 
sddcd to their name the surname of fjust'. What did they 
mean? They meant that cooperation was not only for them 
5 means of improving in the field of exchange as well as 
in the field of production and distribution of wealth. 
Aecording to Charles Gido it is a revolution in the moral 
ag well as in the material field. The fair price would 
eliminate, no doubt, falsehood, fraud, falsification, 
Spending urge, excessive price increases at the expense of 
the consumer. Made fully effective, cooperation would in- 
yvolve the end of the profit system as sole motive of economi- 


cal action and would replace it by the only concern of 
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satisfying needs. 

“How can one strive for such an ideal without previousl, 
educating, enlightening the minds. Consequently, for the 
past one hundred years, it is above all educational training 
that consumer cooperatives have been carrying out. 

"1) Even before being legally constituted, they have 
to gather a nucleus of citizens willing to devote themselves 
gratuitously to the advancement of their fellow-citizens. 

"2) Once established, along with their economic action, 
they pursue the following course of moral and social order: 

Ta) They have study societies which meet, on an 
twice a month. 

'b) In those socicites are discussed not only ¢co- 
operative principles but every question of gener- 
al interest. During the meetings the members 
discuss political economy, social economy, good 
pee eie conn cee CONndEDIONS! Of “Pood. Penmice 
the start of the war, compliance with regula- 
fFions on rationing! and saving hasi been urged. 

‘c) Such civic formation is complemented by a 
monthly publication Le Cooperateur. Hdited 
gratuitously, distributed gratuitously to the 
members, it represents to-day an expense of 
Pee Okey OO. 

Td) Apart from that publication there are pamphlets 
and books. A single cooperative, the oldest 
one, it.is true; has already publiemed: guciive- 
tributed more than 30,000 of them. 


Apart from the regular meetings of the study 


@) 
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societies, the cooperatives organize periodically 
lectures on varied topics, 


tf) They have also free libraries. 
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ie) For the younger generation, the cooperatives have 
organized undertakings of the highest moral acnieve~ 
ment. The first one was the creation of free 
libraries. We may mention, for instance, the 
library of La Familiale which has about 5,000 books 
and two hundred readers recruited among the children 
most lacking in all healthy and instructive re- 
Tre 

th) They founded summer colonies where, for a nominal 
fee, children of poor families or of limited means 
are able to recuperate, regain their strength and 
health, under the supervision of competent and 
devoted persons; learn habits of order, cleanliness, 
initiative and good citizenship. This annual 
expenditure amounts to $850. 

11) From autumn till spring, they have once a week, agein 
for the younger generation, recreative and educa~ 
tive meetings involving organized games, dances, 
gongs, reading, by well known writers (ol wales 
and legends. 

tj} To some, the cooperatives give free drawing lessons; 
to others, weaving, odd jobs, sewing and gardening 
lessons; 

tk) Finally they organize excursions to the countryside 
and, on the occasion of New Year, they distribute 
clothing, sweets and toys to the children.’ 

'Tn spite of all that, the cooperatives are far from 
doing for the children what they wish and what certain 
countries, France, Belgium, for instance, have done. In 
France, they have established large institutions, some for 
children predisposed to tuberculosis, others for healthy 


children, such institutions are camps either in the 
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mountains or at the sea side. Each year, between 300 and 500 
children are admitted free. All those services, those cares, 
that contribute to the intellectual, moral and physical 
advancement of the adults and children, are supplied by the 
cooperatives with their own means, out of their profits, 
without soliciting the help of the State, without appealing 
to public charity as it is the case with all benevolent 
associations. They feel warranted in calling themselves 
associations of education and,lwould add, of good citizenship. 

"B) Consumer cooperatives are voluntary and free 
associations of consumers of all categories governed by the 
Cooperative Syndicates Act R.S. (1909) 6762. By their nature 
and. their terms and conditions they are absolutely different 
from the commercial enterprises. Here is the difference: 

"lL. They are dealing with their members only, that is 
to say with those who have subscribed the minimum numbers of 
shares required or with those who wish to be well informed on 
the system before becoming members. The profits-from the 
ee made to the latter are automatically and rigorously 
credited to the reserve. 

"2. They sell at the market price and the profits 
resulting. from such sales are divided. at. the end of) the 
year, between the members to whom the sales were made accord- 
ine. wo etne pro rata .of the purchases of each ones. The icapital 
las .0Gtning to.do with the distribution of .pronipe. Gon 
sequently it is not a dividend but 4 refund as we will see it 
Later on. 

"3. The price of the shares of the consumer cooperatives 
hever varies, -It.is set at the outset and does not fluctuate, 

"4. Each member is entitled to one vote regardless of 
the number of shares he holds. Consequently the cooperatir- 


is truly a collective property, that is to say that it belongs 
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to its members, 

"Od. The board of directors as well as the different 
committees are gimoned by the members and the board is 
rosponsible to them. The directors are not remunerated, they 
give their time free and, I could add, spontaneously. 

"6, It is also the members who set the amount of over- 
payment to be refunded to them, . The only \privilege!or the 
board in that respect is to advise, 

"7, All the members regardless of the number of shares 
they hold, are eligible to serve on the board and there is 
no restriction to their election, 

“8. A minimum capital investment igs required and no 
Piper oat hs pala ton to.) Add) other capital investment above 
the said minimum carries interest at a limited rate. 

"9. The sales are on a cash basis. To help those who 
may need credit, the cooperatives set up organizations, such 
as the Provident Fund, which, subject to a small contribution, 
enable such persons to secure the goods they need, 

"10. By setting a fair price, through the patronage 
dividend, the cooperative lowers the cost of Lawine « 

"ll. It tends to stabilize prices, particularly in 
districts remote from large centers, in preventing merchants 
from selling at, higher prices than its own, 

"12, Due to its dealings with a definite number of 
members, the cooperative is in a better position than any 
other enterprise to foresee the needs, hence to prevent waste. 
It prevents waste also by not inciting its members to Spend 
as a result of highly publicized so called bargains. 

"15. By creating economy without deprivation and hardship, 
it enables the common people to set aside savings and con- 
sequently to acquire property, source of economic security aud 
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"14. Finally having reached the field of production, 
the consumer cooperative puts the tools of production in the 
hands of the workers without expropriations and without 
spoliation. The cooperators will be their own masters and as 
they are also consumers, they will not take advantage of 
their position to abuse of their power. 

"15, The cooperative creates not only individual 
savings but also collective savings used for enterprises of 
education, benevolence, moral and intellectual uplift: 
libraries, clinics, summer colonies, newspapers, periodicals, 
Owetlings, ctc., etc. 

"Such advantages and many others cannot be disassociated 
from other services rendered to the community by the consumer 
cooperative. To mention the principal ones only: 

™. By admitting as mémbers without distinction wor 
pace, creed, politics, nationality, ‘all the consumers who so 
desire, using only persuasion and education to that end; it 
beplaces whe Giuspersal of pedple Dy “conesion ani so convri vue. 
to make of our inorganic society an organic society. .in which 
everyone Knows the part he is called upon to play. 

"me, Due to the character of such an association, it 
suppresses antagonism resulting from conflicting interests. 
Instead of jealousy, envy and hatred, the members learn to 
work in a common interest, the general interest. They no 
longer feel frustrated, hurt, receiving their legitimate 
share of the wealth they create, 

"3, Without depriving them of their freedom, the 
cooperative disciplines the individuals in that sense that it 
accustoms them to subordinate their particular interest to the 
goneral interest, to take into account the welfare of 
society, of the country. Consequently, it schools citizen. 


in their duties, it develops the sense of responsibilities, 
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it teaches the respect of laws, and creates an atmosphere 
of mutual understanding, of solidarity. 

"4, Above all it teaches the people not to rely on the 
state or on charity to live and develop themselves, It 
supplies them with the means of saving themselves, it gives 
them confidence, it frees them from the obsession of 
material insecurity, it restores them in their dignity by 
making them active citizens, conscious, capable alike of 
initiative and devotedness, ; 

"C. In answer to the econ asked at paragraph ©, 
we must admit that it is impossible to make the least compari- 
son between the activities of the cooperative and those of 
the capitalist merchants, because between both there are only 
points of difference, of opposition, 

"1, In spite of appearances (the only things, alas, 
one considers, -- and the present inquiry more than ever 
will confirm my opinion -- the consumer cooperative is not 
a trade enterprise in the strict sense of the word. Its 
epgech! is) hot to Toone profits but to serve. © When the, con. 
sumers get together to buy collectively what they need, they 
Devo seuvicevatd not profit :ingminds 

“Ze As far as trade is concerned, there must be an 
exchange, that is to say a seller and a purchaser. With 
regard to the consumer cooperative, the same person acts at 
the same time as seller and purchaser. The member sells to 
himself goods he has bought for his personal use and not with 
the intention of reselling them to others with a profit. 

"os. Ne Qoubt,. by ‘selling et: Market Wortece-—14 Peer 
allowed I would make a correction. I added “as required by 
the act of the province of Quebec", it was a wish. Consequent- 
ly we will delete the parenthesis --+ the cooperative makes 3 


profit. But it is a temporary overpayment agreed upon by 
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the members for the good administration of their association. 
They are fully aware of the overcharge they incur; they accept 
it with the assurance that, in the long run, they will only 
pay the right price. ‘The patronage dividend would restore 

the momentarily disturbed balance. If need be, the coopera-~ 
tive could sell at cost price. It does not do go by reason 

of produce and farsightedness. 

“a, This profit vis not, however) a profit in the real 
sense ofthe word. If one can get for ninety cents an item 
which sells for a dollar, he does not make a proriv.) fe 
Simply saves ten cents. The patronage dividend is precisely 
the saving realized by members through centralization of their 
purchases. In cooperative parlance, it is called overpayment, 
the French terminology having, at all times, excluded the 
term tdividendt in order to show precisely that-this sum ve 
in no way connected with the capital subscribed and is not a 
LOT UUs 

"O. Finally, the reserves set aside by the cooperative 
are ane all of an economic nature. Before Prova ne Tore 
refund of the overpayment required of its members, it makes 
provision for the needs of education and welfare. It is only 
a non-distributed profit residue which is returned to the 
association in order to sustain and developl 20 abo meaye oe 
important to note, at this stage, thay, a0cordine wo: the 
laws of the province of Quebec, these reserves become 
unassignable collective property. I beg your pardon, there 
are different interpretations given to these sections of the 
act; it is not a legal interpretation, However, in any event, 
these reserves can never be distributed among the members, 

In case of winding-up, they can only be used for charitable 
purposes as may be determined by the council of ministers. 


From all the above, it follows clearly, in our Opinion, that 
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there is no comparison possible between the aims and 
practices of capitalistic enterprises. Associations aiming 
at the eventual abolition of profit have absolutely nothing 
in common with associations whose very existence is devoted 
oO OMe pursuit of profit by all available means. 
Accordingly, they should not be subjected to the same 
taxation treatment, 

"With your permission, bvsha ll receding passing, an 
Opinion given by the learned French jurist, Leon Duguy, well 
Known.to most of you, to the effect that the law is not a 
relation of justice between things but a relation of justice 
between men, and that is precisely the trend cooperatism 
endeavours to maintain, 

"No more than their other members of other provinces, do 
the consumer cooperators of the province of Quebec wish to 
Shirk their duties and obligations towards the citizens of 
Canada. They have never asked for nor do they now ask for 
any favours, any privileges from PUD IG eauchorigies a7) The 
task they have undertaken of their own free will, with their 
Own means, their own capital, without any distinguished or 
public grants, is a task for the public welfare whose 
achievements shall by far overshadow all legislative measures 
aimed at the development and maintenance of democratic action, 
if yveally the state is anxious to safeguard the physical, 
moral and intellectual welfare of the greater number, nowhere 
except in the cooperative will it find a disinterested and 
Vigilant assistance; the reason being that the aims of coopera- 
bors, contrary. to eee of capitalists, are similar to those 
of the nation. 

“Profit is not the object of their activities, Naturally, 
they meet their own needs, and under the best conditions 


possible, but in doing so they do not prejudice the interests 
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of producers, of workers, While they think of themselves, 
they also think of others, 

"In support of this statement, I shall remind you that, 
in Sweden, the fight undertaken against monopolies has 
benefited not only the members of cooperatives but the whole 
Swedish population, and this is the very legitimate ambition 
we ourselves entertain, 

Toe Ve aot eee alone that they seek better 
living standards, it is for all individuals, including those 
who may never belong to any cooperative. Thr gith price fix- 
ed for the consumer, around which all economics must move, 
is likewise fixed for the owner of raw materials, the 
manufacturer, the farmer, the workingman, the employee. Lt 
is not they who will hamper trade, who will seek protective 
powers from governments, who will cause a scarcity of goods, 
who will even destroy them in order to prevent falling prices, 
who will try to get higher profits by even cutting wages, 
who will, finally, resort to open dishonest practices 
Praia to those which have been found by the Price Spread 
inquiry, in order to become rich. 

"All those allegations, and many others which are not 
mentioned, could be called utopias if they were not supported 
by a hundred years of experience throughout the world. 
Cooperation reigns in all doaneruss of the earth. Everywhere, 
it has been opposed and everywhere it has triumphed. ‘During 
depressions, like the war of 1914 and the present war, 
governments were forced to acknowledge that it was the only 
organization capable of assuring an adequate distribution of 
consumer goods. 

"Shall we add that it is hardly probable that those who 
have been through the war shall willingly submit themselves 


to a system in which instead of being the factors, they would 
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merely be what they are to-day, the servants, the exploited, 
There 1s little probability, in our opinion, that they will 
consent to be governed by an anonymous and irresponsible 
financial oligarchy. To political democracy they have 
defended, they will want to add the essential adjunct which is 
economical democracy. But, cooperatism alone can make the 
latter possible. Therefore, we have confidence, Mr. 

Chairman, that the government of Canada shall not take any 
steps which might prejudice the Canadian cooperative 

movement. The wealth it has created with peaceful, legitimate 
and worthy means, is oe one that benefits only a few. We 
have dedicated it to serve all the people, the whole nation 
and we shall so continue, come what may. 


LtAlliance des cooperatives de 
Consommation, 


Victor Barbeau, 
President. 

THE CHATRMAN: As there is no special fact, I believe 
the commission will accept it as an argument. 

BY MR. BEAURHGARD: 

Q. You have submitted this statement on behalf of 
1tAlliance des Cooperatives de Consommation, Can you give 
us an eee as accurate as’ possible, of the number of 
cooperatives belonging to the alliance? fee bake 
province of Quebec we figure approximately - because it is 
always difficult to know exactly how many cooperatives are 
in existence - we figure on about 110 cooperatives; some say 
125. In that number, there are more than 50 which are 
members of the Alliance des Cooperatives and some twenty 
others which, although they are not members of the Alliance, 
take advantage in a certain way of the educational and social 
services provided by the Alliance, 


aj. What is the bond that connects a cooperative with the 
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Alliance? A. I might say that each cooperative, in order 
to belong to the Alliance, must pass a resolution by a vote 
of its committee, a copy of which I shall give you, which 
constitutes its affiliation with the Alliance. 

BY MR. NADEAU: 

Q. May we have a financial statement? A. Yes, I have 
One. 

BY MR. BEAUREGARD: 

Q Are the services rendered by the Alliance educational 
services properly speaking, or economic) “Or Dob: 
A. They belong to two categories. The Alliance is composed 
of three organizations: an organization which is educational 
and which takes charge of cooperative education amongst con- 
sumers; another organization deals with the auditing of books. 
Thus, a few days ago, we adopted a standard form, which means 
that eventually all consumers cooperatives will do their 
bookkeeping uniformly; and, lastly, there is an organization 
in charge of purchases. This organization deals directly on 
behalf of consumer cooperatives and exclusively in the matter 
of purchases to be made. 

Q. What practice obtains in the case of the 
affiliated cooperatives? A. Hach cooperative member of 
the Alliance sends its orders to theAlliance; the director 
filis the order at the market price and then, at the ond of 
Poe Year, if there is a surplus eccming on eli these: pure 
chases, it is distributed among all who made such purchases. 

Q. Operations are always one-sided. Upon the whole, 
the Alliance sells to the affiliated cooperatives and re- 
ceives nothing from them except payment for its goods? 
ie NG, 

Q. Because affiliated cooperatives do not deliver? 


A. No, they are operations made by the Alliance on behalf 
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of its members, 

Qe Ags to the net revenucs received by the Alliance con- 
sequent to such operations, to whas use are they applied? 
&. They are as you see them in the statement: these profits, 
at the end of the year, are distributed among all who have 
nade purchases, in the ratio of their purchases, 

Q. The whole of them or is there something left to the 
Alliance? &. Obviously, the Alliance has to live....the 
whole of them after providing for payment of overhead 
expenses. 

Qe are these overhead expenses Closely. figured out or 
are they calculated on some approximate basis represented by 
a certain percentage? A, Very strictly pivery mathemati 
cally, so as to permit the cooperative to buy at the best 
possible price. 

@e, No;it-understand that besides being the president of 

he Alliance, you are the president of La Familiale? 
um. Yes, and it is the ancestor of consumers' cooperatives. 

Q. Have you any by-laws? As Yes, here they are, 

Qi elbesFamiliale is the: master-¢él1?) A. hes it 45 
happens. 

Q@. hla Familiale has its office in Montreal? re LOSs< 

Qe Can you now tell us what takes place, in concrete, 
between the members and the affiliated as to the purchase 
and sale of merchandise. A. You mean La Familiale? 

Q. oYes, &. La Familiale is organized as an ordinary 
business firm; that is all it has in common with trade, the 
appearance. It owns a building,shelves with goods on them, 
and clerks and these clerks are also members. Therefore,the 
consumers, who have constituted themselves into an 
association, have delegated into a board the power to buy ov 


their behalf the goods they need. The shelves are always well 


SHORS 
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stocked and whenever a consumer wants 2 pound of coffee or 
of bug powder,he gets it at this store, Every six months, a 
balance sheet is prepared and the results of this business 
period is submitted to the general meeting and, there and 
then, a surplus or a deficit igs shown, After the next six 
months, the annual statement is tabled and if a surplus 

PS hound 14 is distributed among the members, but only after 
having made provisions for the expenses I mentioned a while 
ago. Now, I shall explain how the surplus is distributed. 
We provide for two gets of reserves; in fact, we provide for 
three:, one isi called the statutory reserve, which is not 
mandatory in the case of consumers't cooperatives; it is a 
precautionary measure, it is a safety valve; it is mandatory 
in the case of People's saving banks (Caisse populaires). 

We have adopted it for the sake of establishing a certain 
solidarity in the enterprise, 

Q. You make this distinction because your oriezinvie 
based on the same statute under which the Gaisses populaires 
(People's saving banks) are established ana because certain 
provisions of the said statute may, in your Opinion, affect 
certain groups and certain other provisions may affect 
another group. Do you believe that you are not bound by 
these provisions? A. Yes, therefore, we have a statutory 
reserve in which we place 5 per cent of our net profits, then 
we have the welfare reserve in which we place 10 per cen, of 
our net profits and the balance is distributed among 
members in the ratio of their purchases. 

THE CHATRMAN: 

Q. I believe you stated in your brief that there igs no 
discrimination against race, religion and language or other 
things. At the second paragraph, you state "Founded by 


French-speaking citizens, the Alliance only recognizes the 
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French language as official™. &. This is not a discrimina- 
tion against races, it is an efficiency measure, it is for 
the purpose of expediting our proceedings and in order to 
avoid the necessity of translation, We have many English- 
Speaking members; when they join us, they agree that all dis- 
cussions shall take place exclusively in French so as to 
avoid the necessity of translating and publishing a French 
and. English text; but it is not a distinction as between 
races. 

, BY MR. BEAUREGARD: 

Q. You say that out of your surplus profits you 
apportion 5 per cent to the statutory reserve and 10 per cent 
to welfare; and what about the balance? A. The balance 
belongs to the members. If during the year, we have earned 
2h , the members are the only ones who can say how much they 
shall receive. If they wish La Familiale to pay them the 
whole 2% they can demand it, More often than not, they do 
not require the full amount, they say: "Let us set a little 
money aside”. The proof of this is that we have already 
enlarged our buildings. 

Goris 5% is meauired, by ve: ishatuteg « wave leas 

Oe. The LOO le required, by etavutete fay Weox 

Je Ag to the balance available for immediate distribu- 
tion to the members, it may happen that they will not demand 
ity Uhey leave it to La Familiale? As» Yes, .1t soes in 
the reserve called “Loan and development", 

Qe iL understood you to say that you pay no interest on 
capital, on subscriptions? A, Well, to become a member of 
La Familiale, one must buy ten shares at $1.00 each. These 
shares are payable either in cash or at $1.00 per payment, 
by the month or the week, or upon an initial payment of 


$1.00 and the balance payable out of the patronage dividends 
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that may be credited. A minimum of ten shares is required; 
these shares do not yield one cent in interest. 
Q Then, your capital is made of these shares? 
fe Yes, and of those in excess that members may subscribe 
for. They must at least own a minimum of ten shares. 
Q. What advantage have they in subscribing if you 

pay nothing in return? Ae (On “phe finer ten, no, we do 
not pay any interest, but on any multiple of ten shares, we 
do pay interest; it ig at the rate of 3%, 

%- I understand that the 3% paid to shareholders is 
liable to be taxed as their personal income, As a matter 
of opinion, do you think that the 3% which may remain in 
the hands of La Familiale should be subject Cow taxation, 
Ciel Aas of sucha nature as it may be taxed as being 
considered trade capital? A. I cannot answer this 
Question in the name of all cooperatives because I did not 
have sufficient time to consult them, From my own point 
ona view, I have ho objection to making this 3 per cent 
Buy jec. bo the act. 

Q. What is your attitude in respect of the tax on 
the reserve? A. From what I said and from the way we 
interpret the ambiguous clauses of the act respecting 
cooperatives we claim that those reserves are inalienable 
and that, therefore, they do not represent accrued profits; 
they will never be distributed. We have in our constitution 

a clause to the effect that in case of a wind.up, they shall 
be paid to a charitable institution, a charitable organiza~ 
tion named by the Council of Ministers, 

Q. Should it come to a wind up? A Stites, 
Q. Do you think that the members, at a general 
meeting when they are arguing about patronage dividends, 


might decide to cut into the reserve? A. Under our by~ 
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laws, they have no right to do so. 

}» Your bylaws place the reserves out of reach of 
anybody? &, Nobody can touch it. 

Wo tt is not considered as an investment, a sum of money 
lavested by anvone? Re Nop [I must add’ that tis so in 
respect of nearly if not all the consumer cooperatives of the 
province of .muebec, 

BY MR. NADEAU: 

i. LOU mentioned the example of Sweden while reading 
from your statement. Do you know if, in Sweden, cooperatives 
pay income tax? A. No; we have never been interested. 

Q. .l understand that cooperatives pay income tax, 

Ae From what I have been told, there is no country in 

Rurope where cooperatives are considered on the same level as 
capitalistic enterprises, because legislation makes a sharp 
distinction between social organizations and enterprises of a 


primarily commercial character, 


em ee 


THE CHAIRMAN: The Caisse Nationale d'Economie comes next. 


LA CAISSE NATIONALE D'EOONOMIE 
MR. GUY VANIER: Mr. Chairman, you asked us to express 
ourselves, as much as possible, in English. I would do go 
with pleasure, but it just happens that I have to talk about 
& very peculiar institution, governed by special statutes, 
with contracts of a special character and a rather special 
terminology. 
(Text): I was just saying, Mr. Chairman and members 
of the commission, that I represent La Caisse d'Economie, a 
pension fund society. The main object of the corporation 
hee 


is to encourage thrift and to promote means aiming at what 


is now termed social security. Since this is governed by a 


~5615~ 7 (Text ) 


Special law and the terminology is quite speciag, 

. would prefer to make a few remarks in French and would be 
glad to answer questions’ in Hpelaeh to the extent of my 
Knowledge and ability. 

iranolation) s:. La. Caiede Nationale d'Economie is a 
pension fund institution. It was created by a special act; 
ie Has no, depite? stock; no private capital is invested in it 
and so there are no dividends and no profits whatever to be 
paid to private interests, 

The institution aims to encouarge and promote savings in 
general and particularly to promote savings in the shape 
which would tend to enable the greatest number of people to 
get on without being a eharge to the State. iiverybody knows 
wnau there is in the life of every Mean a period of vigour 
und production and a period of consumption. Every man can 
make a success of his own life, and save a little during that 
period of production in order to nave-higs savings to fall» 
back upon as he reaches the consumption period of his life 
when he must use more goods than he can produce. 

Annuities take various forms. I do not want to ZO, into 
too many technical details, but I would like to point out. the 
forms taken by annuities, | 

MR. NADEAU: I have not had time to read your orLepe vy 
just glanced at your conclusions and I an wondering ,off—-hand, 
waether your brief should not be directeod to another 
commission inquiring into the nature of annuities, 

MR. GUY VaNIER: It is undoubtedly addressed to that 
other commission and we have submitted to them a brief similar 
to this one. However, in the present case, it may be within 
the powers of your commission to look into the possibility 
of taxing part of the capital, either through a tax on 


preiiiums paid by members, or upon the whole of the investment, 


Bs Sant Hep? B 
¥ iy 2 


Mats Foss ae 
haat ae 


~3314- (trenslation) 


or through a tax on the income from these investments or 
through a tax upon management funds. 

MR. NADEAU: According to the terms of the order in 
council we are directed to conduct an investigation on 
cooperatives and mutual companies. Is your Caisse 
d*Economie a mutual company? 

MR. VANIER: It is a mutual company the funds of which 
aré administered in trust. The premiums are divided into 
two parts; one part is used to provide the reserves necessary 
to guarantee its solvency for those who pay the premiums, and 
the other part becomes the property of the Societe St. Jean 
Baptiste de Montreal. 

Mr. NADEAU: I always thought that the Caisse Nationale 
d°Economie was a pension fumd company. 

MR. VANIER: Yes, it is a company which is not itself 
responsible for its own management, but which contributes to 
its own management through the payment of part of the 
premium which part becomes the property of the parent company. 

MR. NSDEAU: I do not see how the terms of the order in 
council could apply to your enterprise. 

THE CHATRMAN: I do not either. 

MR. VANIER: Except that you might conclude that this 
institution may have management income funds. 

THE CHAIRMAN: We are supposed to consider any particular 
case but it is a question of general policy. We have nothing 
to do with your Caisse Nationale d*Hconomie. 

MR. VANIER: I must admit that we are, I think, the only 
corporation of this nature in the country. This is why’ 
we deemed it advisable to file data about its creation, the 
source and nature of its revenue and the premiums received. 

THE CHAIRMAN: We have no objection in accepting your 


brief at this time. 
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MR. NADEAU: You say that your company does not make any 
profits, that it does not seek any pecuniary gain, that it 
should not be taxed and, moreover, you do not come under 
the provisions of the order in council, 

MR. VANIER: I take the liberty of emphasizing the 
following. added point: there is also a system of annuities 
administered by the Federal Government, the costs of which 
are charged to the consolidated fund. In our case administra- 
tion costs represent a share of the premium paid by members 
and a portion thereof is returned to the parent corporation 
which organized the association in 1889, 

THE CHATRMAN: Oan this help us to solve the question 
submitted to us? 

MR. VANIER: It may confuse it. 

MR. NADEAU: Your argument may be summed up in three 
ways: iM 

1, "There are in Canada few economic and social 
initiatives as praise-worthy or promising as those supported 
by the Societe Saint. Jean Baptiste de Montreal through the 
Caisse Nationale d'Economie and the Caisse de Remboursement; 

De It behooves your commission to recommend to the 
Canadian government not to pass any laws which might deter 
these institutions from their aims or prejudice them,” 
ft downer think that this falls within the meaning of the 
order yin -couned] . And, 

S. ib is desirable for the: development of sociad 
security in Canada that the Canadian government, within. 
the limitations otherwise fixed by statutes extend to annuity 
contracts previous to the 25th June, 1940, the privilege to 
deduct from taxable income, pensions or annuities resulting 
from these contracts." 


We have nothing to do with social security. In my 
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humble opinion this has nothing to do with the provisions 
of the order in council under which we are Sitting. 

MR. VANIER: I would like to avoid chau, for Leaclkeror 
information, it may be found later that the administrative 
aspect of the premium used for administrative purpose be 
considered as a taxable income in the hands of the master 
corporation, 

THE CHAIRMAN: it Ls not: upto us Govgo decides 

MR. VANIER: Should the commission arrive at certain 
decisions which might..... 

THE CHAIRMAN: It is not a decision, ait a recommenda 
tion, that we shall submit to the government. There will be 
another authority where your argument may be submitted, 

MR. NADEAU: I would be very pleased to hear you but & 
think that we.are absolutely beside the point. 

MR. VANIER: I would appreciate it if the commission 
would acquaint itself with our brief. It contains considera- 
tions concerning the management of the business and this part 
is somewhat akin to what takes place in cooperatives, MThere~ 
fore, should certain decisions be taken affecting the manage-~ 
ment revenues of cooperatives, they might also have an 
after effect upon us. However, I am pleased to accept the 
commission's viewpoint. 

MR. BROSSARD: The apprehension expressed by Mr. Vanier 
seems to be that we might consider as taxable that portion 
of management expenses paid to the Societe Saint Jean 
Baptiste by the Caisse. 

THE CHAIRMAN: We have nothing to decide on this point. 

MR. BROSSARD: This is due to the fact that the Caisse 
Nationale d'Economie and the Caisse de Remboursement are 
two branches of the Societe Saint Jean Baptiste and that the 


commission might make a recommendation whereby a portion of 
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the income derived from one or the other of these Caisses by 
the Societe Saint Jean Baptiste may be taxed. Now, it may be 
expedient to complete the brief by submitting to the commiss- 
ion what is the percentage of the premium paid to the 

Bae hans Saint Jean Baptiste for administration purposes and 
what exact disposal of these amounts is made by the Societe 
Saint Jean Baptiste. 

THE CHATRMAN: Bs do not think this could be of any 
help to us in our works 

MR. VANIER: Very well, then. In any event, the stand 
we have taken is exactly the same as the one just mentioned 
by my colleague. There can be no doubt as to the part which 
constitutes capital and reserves, but anything which may be 
considered as management income - the portion of premiums 
paid to the parent association, - if it were considered 
as a profit and taxed, would therefore expose us to a serious 
prejudice, 

But, having regard to the ruling given by the 
ee eet ies Iam satisfied to abide by whatever decisions 
they might come to after reading the brief we have filed. 

MR. PARKER (text): Mr. Chairman, if you are ready to 
proceed I suggest we take the Insurance Brokers’ Association, 
if their representative is present. DG” braise hie... 287.. 
This brief has been filed for some time. I do not know 
Mmivobienest 16 the intention for anyone bo appear cr nou, 

THE CHAIRMAN: It had better be called, 

MA. PARKER: .«ltds largely a matter of opinion, There 
are not many facts in it. 

MR. CHaALRMAN: Mr. Ghapdelaine, will you call the 
Insurance Brokers! case. 

MR. CHAPDELAINE: Is there someone present representine 


the Insurance Brokers’t Association of the province of Quebec? 
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(No response) 
MR.- PARKER: It can be filed and taken as read. 
Then there is the Quebec Credit Union League; there does 
not appear to be anybody here representing them. They 
may have been under the impression that the cases we were 
handling to-day would last longer. They may be here 
to-morrow. 
THR CHAT RMAN: It might be well to suspend these for 
the moment and put them at the foot of the list. 
THE CHAIRMAN: We now have the case of the Gites-Jardins 


du .4uebec. 


HECTOR VEZEAU 


residing at Westmount, Noe 4158 Ste. 
Catherine Street, having been sworn on 
the Holy Evangelists, deposes: 


ay MR. BROSSARD (translation): 

Seawln wit capacity are you appearing to-day before 
the commission rot the Cites-Jardins du Quebec? 

A. I ama propagandist. 

Q. You are a propagandist of the Building Cooperative? 
A. YeSe 

Q. Did you yourself prepare the brief for the 
commission? A. Yes; it was revised by Mr. Gosselin, a 
director. 

Q. Do you know if the brief was submitted to the 
members? A. According to the information Mr. Gosselin 
gave me, the brief was submitted to the directors whose 
names appear. 


@. Would you proceed with the reading of the brief? 
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CITE-JARDIN DU TRICENTENALRE, ROSEMONT; MONTREAL 36, 
Constitution 
"The society ‘Garden Cities of Quebec' is'a cooperative 
building society governed by the Gooperative Syndicates Act 
(R.S.Q. 1941, Chap. 290) for the purpose of 

"a, carrying out any housing project or development, 
garden cities, or any other project planned and 
prepared by 1'Union Economique d*Habitations, in 
accordance with the agreements, particular or 
general contracts passed between themsélves for 
such works; 

a oe enabling its members to USC, . Lease, (acquire, 
improve and hold the property (From its Constitu~ 
tion and by-~—laws). 

Board of directors 

"The directors elected at the general meeting of the 
members are the following: Messrs. J. Gosselin, president; 
Sylvio Rouleau, vice-president; Paul Riopel, secretary; 
J, A.glessier; 0, Millette; A, Salvail; J. Dupont; A. Fafard; 
oe Cs Laboissiere; H. Therrien; V. E. H. Bastien; Guy 
Therrien and J, Ostiguy, all of Montreal, 
The members 

"The sooiety 'Garden Cities of Quebec’, as at December 
dlst, 1944, had two hundred and sixty members in good stand- 
ing, more than 50% of them being owners of family dwellings 
in the Cite-Jardin du Tricentenaire, 
Articles and By-laws 

"All the activities of the society ‘Garden Cities of 
Quebec! are carried out in accordance with the provisions of 
its constitution and by-laws duly approved, copies of which 


have been given to every member in good standing, 
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Work accomplished 


"During the last four years, the society 'Garden Cities 
of Quebec', due to the cooperative efforts of its members 
succeeded in building 83 houses now occupied by their owners 
and in starting the construction of 83 more which will be 
completed and occupied by their owners in the first days of 
BS Spring Of 1945, 

"The society has also erected a permanent structure to 
Peniens another building burnt down in December 1943, and 
this permanent structure comprises the chapel of the Parish 
Notre-Dame du foyer, a store of building materials, spacious 
quarters occupied by the administration of *Garden Cities of 
yuebect and of 1'Union Economique d'tHabitations, a dining 
room and other accomodations, 

"Its technical board composed of the following services; 
architecture, purchases, cost accounting, accounting, 
Supervision and propaganda, has completed plans for the 
construction of about 200 houses in 1945. 

"The general plan for the single Cite-Jardin du 
T ricentenaire includes the construction of 600 houses, one 
SnurGh, one school, one community center, "one Commercial 
center and the laying out of a park extending to the whole 
area of the city, with a swimming pool, trees, shrubs, flower 
beds, ctc. 

Objective of the Garden Cities of Quebec 

"An acute shortage of houses éxists in the country, 
chiefly in the urban centers. Our governments are aware of 
the situation and promote as much as possible the construction 
of houses. For that reason the Federal Government amended, 
in 1938 and 1944, its National Housing Act already adopted 
in 1933. 


"Through the cooperative formula, it is possible to 
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eliminate the middleman and to effect substantial savings. 
For that reason, a group of Montrealers anxious to find an 
immediate solution to their own housing problem decided to 
get together and to organize a cooperative building society 
known as Garden Cities of Quebec. 

"Consequently, the Garden Cities of Quebec is not only 
doing its share in helping the government authorities to 
solve the housing problem, but also through cooperation is 
succeeding in carrying out a project which private enterprise 
could not have executed, 

Operations of the Garden Cities of Quebec 

"All the operations of the Garden Cities of Quebec are 
figured on the following basis: cost price plus 10%. This 
10% represents the refunding of the expenses incurred by 
l'Union Economique d'Habitations, a non-profit society which, 
through its technician, plans and prepares building projects 
and supplies other services, professional and specialized. 

"The cost price of the houses built by Garden Cities of 
Cae is based et ne cubic foot and through that method 
the total cost of the whole undertaking of la Cite-Jardin du 
Tricentenaire which is being erected, or of any other sub- 
sequent enterprise will be spread equitably over the member 
owners, once the project is completed. 

"An adjustment will be effected through patronage 
dividends." 

MR. BROSSARD: I have read the brief. As to the remaind- 
er it consists of quotations and excerpts of reports to 
which specific references are made, of quotations or excerpts 
of information supplied by the International Labour Board. 

I do not know if the commission is interested in hearing them 
immediately, but I do not believe they would give rise to 


additional information on the part of the witness. 
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THE CHATRMAN: If there are no facts submitted, 

MR. BROSSARD: It consists of quotations, 

THE CHAIRMAN: Proceed with the reading as far as the 
quotations, 

THE WITNESS: The Dwelling and the Post-war 

"The sub-committee on housing and town planning of the 
advisory committee on Reconstruction has established in: 
its report, beyond the shadow of a doubt, the importance of 
the problem of ee construction in Canada, 

"It declared itself fully in, favor .of encouraging in any 
possible way the financing and carrying out of all the 
projects of house construction undertaken by public’ bodies, 
private enterprise or cooperative societies, 

"With regard to the reduction of the costs of construc 
tion, the committee state (P. 223) that in view of the 
effectiveness of housing industry, the builders and contract 
ors must end to the cooperative action, 

"That suffices to bring out the advantages offered by 
the cooperative movement in Ganada in respect of construction 
of houses at prices reduced to the minimum, 

"Moreover, the sub-committee has a chapter on this matter 
of cooperative housing, (appendix E, pp. 266 to 271 inclusive.} 
Tax Exemptions 

"In all countries where housing and dwelling construction 
policies have been carried out, since the beginning of the 
e0th century, the governments concerned have in all legisla- 
Sion relating to this matter, adopted either one or both of 
the following forms of financial encouragement: 

‘a, grants or bonuses for the building of houses of an 

approved type; 

"b. tax exemptions for building and housing companies 


and cooperatives. 
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"It is essential to emphasize in this memorandum the 
world-wide tendency to grant larger and more frequent reduc- 
tions and exemptions to cooperative associations than to 
private concerns, 

Foreign Legislation 

"(Extracts from the book "Buropean Housing problems 
Since the Wart by the International Labour Office, Series G, 
Noe) chilis 

"Great Britain: Section 5 of the Housing Act, July 
dlst, 1923, authorizes local authorities to facilitate the 
increase of housing accommodation..e,by encouraging (by oy 
limited refund of rates) the conversion of houses into Pil eaus 
or tenements. (p. 109). 

“France: The reductions in and exemptions from rent of 
course cause considerable loss to landlords. Some allowance 
is made for this by the act of 9 March 1918 (sections 20 
and 31) which entitles landlords....to compensation from the 
government for unpaid rents and certain reductions of 
taxations. The remission of taxes is in proportioni 
to the total amount of the unpaid rents. (p. 119),' 

"In France also, the amendment proposed by Messrs. 
Cautru and Humbert-Rigolfi, Section 20 of the Act of March 
31, 1922 grants all new houses total exemption from the land 
tax for 15 years. Moreover, in another bill, a member con- 
siders that the exemption from direct taxation which was 
vovued. by parliament is.insufficient..top facilitate éthe 
resumption of building, and proposes to exempt from transfer 
charges dwellings built before December 31, 1927. Another 
Dall passed on duly 10, 1922,.conbains clauses relating 
vO exemptions from taxation. Mortgage loans are temporarily 
exempted from the various taxes payable on them if the purpose 


of such loans is the construction of houses Taxes on 
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securities are also remitted for 15 years in the case of 
joint-stock companies which have invested capital in the 
building of houses and those whose object is to grant building 
eredits.... (pp. 154 to 158), 

"Belgium: Even the Act of August 9, 1889 granted 
reductions end exemptions from taxation.... to workers who 
purchased a house or land or contracted a loan with a view 
to building a working-class dwelling... After the war this 
privilege was extended to persons tof gmall meanst and 
‘cheap dwellings', (pp. 170 and 171), 

"italy: In the early years of this century, even before 


the war, legislation had been passed for encouraging the 


construction of cheap dwellings by granting builders 


exemptions from taxation and providing them with credit 
facilities. (p. 184). The most important fiscal privilege 
is the exemption of working-class and cheap dwellings from 
all real property taxes and from provincial and municipal 
levies (legislative Decree of October 23, 1922), Other 
privileges granted. in respect of cheap dwellings include 
entire exemption from mortmain dues, taxes on personal 
peopecsy.. eve. (d« 206). 

"Denmark: In order to promote the resumption of build- 
ing construction, the state and municipalities granted to 
building industries financial advantages in the form of 
tax exemptions, advances and subsidies. By the act of 
July 5, 1916, municipal councils were empowered to grant 
elther complete or partial exemption from municipal taxation 
for a period of 10 years on all new dwellings put into use. 
The policy of granting loans to cooperative building associa- 
Sions Was initiated. by the Aet.of March 31,1917. (pu, 262). 

"Germany: Section 59 of the Income Tax of March 24, 


1921 (R.G.Bl,, pe 313) gives power to deduct from taxable 
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income the sums expended on building small dwellings, whether 
these sums are spent directly on building or. paid to public 
acllity building organizations. Similar powers are also gran‘- 
ac 26 Secpect of whe corporation taxy..4 Ah addition to 

these exemptions, there are the numerous privileges extended 

to public utility building and settlement societies under 
various Federal and State Acts. Reference may finally be 

made to the large number of municipal tax exemptions, which, 
Owing to their variety, cannot be discussed in detail. (p.350}). 

“Austria: The state not merely promotes building by 
providing financial grants and credits, but also gives in- 
direct financial encouragement by extensive rebates on 
Pexavton, (Building: Promotion Act of Sunes Ose wil de OoD). 

"Czechoslovakie: It was provided oye ys state and 
the community should have a right of pre-emption over the 
buildings so erected. This legislation was supplemented by 
a second act of March 30, 1920 (Sb. 2 an. 209) under which 
dwellings completed before January 1, 1922 are entitled to 
complete exemption for a period of 20 years from state taxes 
and the additional charges payable to the local authorities, 
and subsequently to a permanent reduction of £0 per cent, on 
state taxation, This;policy of encouraging  biugdaineepro- 
duced very appreciable results. Later on, the period of 
exemption from taxes on real estates is extended to 50 years 
if, oie @nee! Of small dwellings. ‘(pp. 406 .tor4ge), 

"Hungary: Energetic steps to promote the building of 
small dwellings were not taken by the state until 1921. Act 
No. LI of 1921 granted the following privileges: state con- 
Sributions towards the cost of building, -factijdtics for 
obtaining loans towards building expenditure, the right of 
expropriation, the right to employ state employees, special 


exemption from taxation, etc. (pe 436). 
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Nbenees: of Tih.0, on relations betwoen cooperatives: 

(Extracts from Cooperative Information, by the Inter- 
national Labour Office, no, 8, year 12, 1935, under the title 
"International'), 

"The International Committee on relations between 
Cooperatives, at its meetings of April 15 ana 104-1935), 
stated: ‘The National Cooperative Council of the Netherlands, 
when an act was introduced before parliament with a view to 
tax mortmain property, succeeded in convincing the Finance 
Department that such a tax shall not apply £0 the property 
of cooperative associations, the amounts credited to their 
members and surplus distributed to these. The Swiss committees 
has now and henceforth placed on its programme a measure 
eoecting Tiscali Legislation Bs farce 44 concerns cooperative 
organizations. In Lithuania, it is also tnurough the efforts 
and steps undertaken by the *Lietuvog Kooperativa Trybat that 
the profits tax has not affected the cooperative movement. 

In Yugo-Slavia, the General Federation has joined in the 
movement aimed at Peducihe the. fiscal charges falling on 
farmers and authorizing the payment in kind of outstanding 
taxes, 


Action on public Opinion: In @ parallel direction with 


those attempts at representation and defence in legislative 
and fiscal fields, it has often been hecessary, in face of 
the hostility of the Opponents of the cooperative movement, 
tO organize action on public opinion. This action is 
explicitly one of the objects of the Bulgarian and Swis 
committees, It ig algo performed by the British Cooperative 
Prion, Inthe Netherlands, the National Cooperative Council 
corrected in the press statements made by Opponents of the 
Movement and endeavoured to fill in the gaps and make up for 
the remissness it had noted in the publications ana reports 


dealing with cooperation, 
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Statement of the International Labour Office 

"(Excerpt from 'European Housing problems since the war' 
published by the International Labour Office, series G, No, 
1, pages 50 and 51 under the heading *Remission of Taxes’): 

"Remission of taxes was a well-tried method of pre-war 
housing policy. After the war it was again largely applied 
in nearly all countries with considerable success. For 
example, the highly successful resumption of house-building 
in the United States, particularly in New York state, is 
attributed to the stimulus provided by legislation remitting 
taxatione 

"The encouragement of building by such means may take 
various: forms. In many countries, such as Germany, sums 
expended on house~building are deducted when the income is 
calculated for taxation purposes. In others the taxes and 
fees which are ordinarily paid in connection with the various 
legal transactions involved in whe pulLlding oritranaler soe 
houses are reduced or remitted. The most far-reaching and 
most frequently applied for is, however, the reduction or 
remission of the taxes on real estate paid to the state or 
the municipality, whether the latter are collected separately 
or as a percentage addition to state taxes. ‘The exemption 
from taxation ig generally limited in time and only confined 
to small houses, and thus it tends to promote the building 
of houses of all kinds. 

"Although in normal times the remission of taxation 
proved an extremely effective means of encouraging building - 
it was one of the chief instruments of the housing movement 
sn France - during the post-war housing crisis it has hadsto 
be supplemented to a considerable degree by direct financial 


assistance. 
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Request of the "G.C.y.” 

"In view of the foregoing, the Cooperative Building 
Society 'The Garden Cities of Quebec', the aims and objects 
of which may be likened to those of all European and American 
cooperative organizations, when these had to carry out home 
and housing building programmes of the same nature as the 
said association ‘The G.C.Q.', feels justified in asking 
that ibe Tinanocial onerations be not subject to the Income 
Tax Act of Canada and that its request receive from the 
appropriate authoritiss the sympathetic consideration it 
deserves. 

"Made this tenth day of February 1945, to be submitted 
to the Royal Commission of Inquiry on Cooperatives, at 
Montreal, on February 19, 20 and 21, 1945, 

“Summary of this submission addressed to the secretary 
of the commission, Major H. D. Woods, Ottawa, January 16, 
1945." 

BY MR. BROSSARD: 

ag Will you tell us what qualifications are required to 
become a member of the association? A. Before becoming a 
member of the Garden Cities of Quebec one must be a 
member of 1'Union Economigue d'Habitations. 

eo. Then the PTirst qualification. 29°00 be,s Bove oe 
l'Union Economique d'Habitations? A. Yes: 

Q. So there is direct connection between the two 
associations? Ae Yese 

Q. What is l'Union Economique d'Habitations? 

A. A non-profit association. 


@. lLnacorporated? A. Yes; under Part Prior Uae 
Quebec Companies Act. It is a technical and educational 
association showing people how to avail themselves of the 


National Housing Act, showing them also the benefits to be 


ast od 


i. 
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derived by living in a garden city Like that of the 
Tercentenary, where health, sanitation and all economic, 
social and moral conditions are made obvious. When this is 
done, it prepares housing projects. For instance, it has 
architects, town-planners, construction superintendents, 
engineers, who prepared a garden city project. When the 
project is well established, when the persons enrolled have 
examined it, they are asked if they want a home built, If 
they wish to have a home built, they deposit their first 
outlay. 

Q. With whom? -A, With l'Union Economique dtHabita- 
tlonsSe 

Q. To become a member of 1'Union Economique d'Habita+ 
tions, one must undertake certain obligations? Ae Yes, 
there is an agreement. 

Qe What kind of an agreement? A. A written agreement 
obliging the member to observe the regulations of the 
association, 

Q. Does that agreement entail financial obligations? 

B. Yes: 2nd tes, 

Q. Is there a fee? A. There is a $2.00 membership fee, 

Q@. is there a yearly or monthly fee? A. No, not in 
1*Union Economique d'Habitations,. 

Q. Then to become a member of 1'Union Economique 
d'Habitations the only disbursement members are required to 
eleeniss, G22 o/ As. Yes. 

Q. When a member has decided to build, what must he do? 
&. He must deposit his first payment with 1"Union meena 
d*Habitations, which temporarily administers the Gardn City 
Mati tteds built, and when it is bullt 10,18 transrervedaoy 


deed to the local group which is*to be organized into a 


housing cooperative. 
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Q. So far l'Union Economique d'Habitations is not a 
cooperative? fey) | NO’, 

Q. However, it has. prepared a broad housing constructicn 
projecy. ina specitic-area in the city of Montreal? Ae “Yes, 

q.. (LG requires an outlay or deposit from its members 
who wish to have a house built? &. Yes, the deposit being 
applicable on the house, 

@. Ihe deposit is a condition of a special agreement? 
Be Yes, 

Q. Up to this point the Garden Cities of Quebec do not 
come into the picture? A. The Garden Cities of Quebec carry 
out construction at the request of the 1tUnion Economique 
d*'Habitations. 

Q. When the 1‘Union Economique dtHabitations has 
gathered a sufficient number of persons interested in having 
houses built, who have agreed to have a nouse built and who 
have made @ deposit: with it, l*Union Economique’ d’Habi tations 
entrusts to the Garden Cities of Quebec the task of con- 
structing the houses? A. Yes, that is correct, 

Q. its the cost or:’price of the house mentioned inthe 
agreement passed between the l'Union Economique d'Habitations 
and the members who want a house built? A. No, the ultimate 
price is not mentioned; only the estimated cost. 

Q. Do the members who are to have a house built pledge 
themselves to pay a specific amount to 1'Union Economique 
d'Habitations? A. Yes, there is the pledge to pay, when 
the Garden Cities is completed, on an equitable basis for all, 
on the cubic contents, each house cubed according 0 its 
type; each member shall pay on an equal basis, so much per 
cubic foot. 

Q. Members who want a house built mist sign a special 


agreement with the l'Union Economique d'Habitations? 
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Ase Yess 

Q. And it is the Garden:-Cities which carry on the 
construction? See fare 

Q. Is it the Garden Cities which carry on the con- 
struction? A. The Garden Cities of .uebec have carpenters. 
electricians, painters, but there is some other work that 
is given to sub-contractors. 

g It is a plan that is presently under organization? 
Be es 

Q. The final amount to be paid by those who have had 
houses built has not been determined? &. No, it will: 
be determined only when 600 houses have been completed. 

je According to the plan, each of those who have 
houses built and who occupy them or are on the point of 
taking possession of them shall be called upon to supplement 
his outlay? A. We call the outlay the initial payment, 
And as all the present owners who are there pledge themselves 
by Loan to the Sun -Lifcee. 

Qa. T hey pay an estimated price? A. Yes. 

% And the final price will only be determined when the 
project is completed? A. Yes. 

@. Up to date can you say if the Garden Cities have 
made procits jor nots pe eae wt 

Q. Have you a financial statement? &. Yes, we have; 
Todo, nou think it contains important’ [nformavicnge te tst os 
balance sheet as at December 31, 1943. 

BY MR. NADEAU: 

a. wlbas is your first balance snesus VAD Glala sye iis -0 
there was another one before that. 


Q. Have you your regulations? A. Yes, 1 have them 


there, 
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BY MR. BROSSARD: 

Q. I would like information on another point. It is 
about the first paragraph, page 2 of your submission, where 
you state: "The Society has also erected a permanent 
structure to replace another building burnt down in 1943, 
and 1s composed of the chapel of the Parish Notre-Dame 
du Foyer, a store of building materials, spacicus quarters 
occupied by the administration of Garden Cities of Quebec 
and of 1'Union Economique d'*Habitations, a dining room and 
other accommodations. With what resources has that permanent 
structure been built? A. With the resources of 1*Union 
Economique @(Habitations, The Garden Cities of Quebec have 
GULLY =UGNat cost ‘price. 

Qe eee rehe Garden Cities of Quebec require its members 
to pay a certain amount as compensation for services rendered 
for the preparation of plans, construction? A. Yes, Let 
us make that plain. You decide tc become owner; there is 
Ee estimated price, say that of the "Canadian" house M-C-4, 
the estimated price of $6,750. That amount covers the house, 
the land, the pavements, the sewers, and ten shares of $10 
to become a member of the local cooperative when it is formed, 
It is for that reason that l'Union Economique d'Habitations 
comes in pending the formation of the cooperative, 

THE CHATRMAN: 

Q.- LtUnion Economique d*Habitations is not a corporation? 
A. No, it is a non-profit society. 

BY MR. BROSSARD: 

Q. The Garden Cities exist? AY ) De 2s 6. pada not 
a housing cooperative. 

Oy. It issanticipated’ that inthe more-or Less meer 
future another cooperative wili be formed under the name of 


Cooperative d'*Habitations? A. * Yes. 
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Q. And each member of l'Union Economique d'Habitations 
and each member of the Garden Cities of Quebec has agreed 
to pay the price of ten shares? A. They have paid it, 

Q@. .to a home cooperative to be formed? fae Gece 

Q. Shall the Garden Cities of Quebec, as a separate 
corporation, make a profit on the whole of the transactions 
ORs there. such. a .possibi lity? As ~ Theteas possible. 
That is the reason of the submission. No profit; there may 
be an overpayment. As I said a moment ago, a compensation 
account has been opened where the price is entered, the 
first outlay, and where the price of the house shall be 
shown, The compensation account takes the place of compensa- 
tion account between the two in order to refund on comple- 
tion whoever has been overpaid at the beginning. 

Q. To determine the final construction cost of all the 
houses included in the project the actual construction: 
cost shall be taken into account, i.e. what has been paid to 
the contractors, the cost of materials, and the payment of 
the ten shares to the housing cooperative? Ag alee 

Q. Will a certain percentage also be taken into account 
to pay the expenses of l'Union Economique d'Habitations or 
of the Garden Cities? A. Yes, as stated in the submission; 
it ig ten per cent; on a house of $5,000 it is $500 that 
goes to 1tUnion Economique d'Habitations as compensation for 
expenses incurred in the preparation of the spojeee 

Q. On a $5,000 house the member shall be called upon to 
pay $500 more plus the shares? A. The amount includes all; 
the amount we fix with the present or prospective owner in- 
SCludes all. 

Q. Subject to readjustment when the price he shall be 
called upon to pay shall consist of the actual cost, of ten 


per cent and of the value of the ten shares? at es 
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2. Now, that ten per cent, what is it used for? 

A. To constitute a reserve. You have it in the regulations 
here: use of resources derived from the execution of the 
developments. 

Q- It is and has been used for the construction of the 
permanent structure? &, <A reserve is necessary; when the 
Garden Cities are constitued a reserve will be necessary 
for the acquisition of necessary things, for the payment of 
municipal and other taxes as required and which l'Union 
Economique d’Habitations has had to pay auring its adminis-— 
tration in place of the Housing Cooperative, for example 
the blind streets, public baths, the library; all that re- 
quires funds and that is the use that igs to be made of the 
reserve constituted of the capital shares, 

BY MR. NADEAU: 

Q. You have stores? A. There was a meeting last 
night to organize a consumers! cooperative for the members 
Of tneeGarden:Citiés, 

Q. Have you any stores? A. We have reserved a space 
in our permanent structure for our cooperative, 

Q. Pot.vyou do not sell any soods? A. No, we do 
not; the cooperative will. 

Q. Do you sell houses to non-members? A. No; they 
are built as required, except that we proceed by block 
building, building a whole street at the time; that is why 
our construction is cheaper than otherwise, because we build 
a whole street. A building block includes 16 to 24 houses, 
On a block of 24 houses if 23 are ordered, we build the 24th 
in anticipation that it will be sold before completion, 

Q.- But you only sell houses to members? A. Yes. 

BY MR. BROSSARD: 


Q. It is a society rather than a cooperative? 
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~$335- (translation) Mr, Vezeau 


A. We have insisted on presenting a submission in anticipa- 


tion of future discussions that might erise. 


L*' UNION REGIONALE DE MONTREAL DES CAhISSES 

MR. BROSSARD (text): Mr. Perreault, representing 
les Caisses Populairs, is ready to be heard, 

In addition to the documents already filed, given in 
advance by Mr. Perreault, I asked Mr. Perreault this 
morning for the by-laws ofl'Union Regionale. What we had 
had were the by-laws of each local, but he is now filing 
the by-laws of l'Union Regionale, 

MR. PERREAULT: Ag a matter of fact, may it please the 
commission the by-laws have not yet arrived; they will be 
here in a few minutes, 

THE CHATRMAN; That is all right; they can be Pilea. 

MR. BROSSARD: My Lord, shall we insist on the reading 
of the brief? 

THE CHATRMAN: I think we might have the brief read, 
and then adjourns. 

MR, PARKER: I suggest that in some cases, unless there 
are interested parties who wanted to hear the brief read, 
where itis ie Ved Sees by counsel they might read 


certain important parts and speak to the rest, and thus save 


Gr: 


ime, | 

MR. BROSSARD: In this particular case, my Lord, the 
brief is being presented by 1*Union Regionale des Caisses 
Populaires.,.. There is to be a brie? presented tin: Quebec “by 
the Federation des Caisses populaires. La Federation des 
Caisses populaires - my learned friend will correct me if 


I am wrong - is the federation of both regional unions. 
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I suppose in Quebec we might be called upon to investigate 
the operations of the local caisses as well. My understand-— 
ing is that with the exception of some possible small 
differences the operations of locals in Quebeo and in 
Montreal are practically identical. We might be interested 
in having some information given to us by Mr. Perreault 
concerning particular aspects of l'Union Regionale de 
Montreal es distinguished from 1'Union Regionale de Quebec, 
or from the Federation. 

THE CHAIRMAN: Do you think, Mr. Perreault, you need 
to read the whole brief, or would you prefer to take it as 
has been suggested? 

MR. PERREAULT: As it pleases the commission; if you 
prefer that I give certain extracts from the Orichiwint the 
nature of a short resume, I will do so, 

THR GHAIRMAN: I think if that will be satisfactory to 
you, it will be suitable to us. 

MR. PERREAULT: Then, I will do that, with pleasure, my 
Lord, 

Translation: 

May it please this Honorable Commission: TE URToD 
Regionale de Montreal des Caisses Populaires Desjardins" 
$s a federation of the "caisses populaires" constituted 
under the Quebec Cooperative Syndicates Act; it groups in 
the region of Montreal 169 “caisses populaires” and 169 
savings and credit unions. This brief is being presented 
$n Montreal for two reasons. In the first place we wish 
to emphasize the decentralization which exists in the 
organization of the savings and credit uhbonhs, andy instne 
second place, we wish to emphasize also the relative impor- 
tance, in the Montreal region, of savings and credit unions, 


sit. as for the rest, we wish to state that we Porm parwio¢r 
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the "Federation des Caisses populaires” of the province, 
which is divided into ten regional unions, grouping all 
the credit unions. 

As this Honorable Commission may notice, we have 
divided the brief into two parts. In the first twelve pages; 
we allege certain facts, and in the second part, we advance 
certain arguments to arrive at the conclusion that‘ coopera- 
tives Sera not be'taxed, that is that the exemption 
allowed by the Income War Tax Act and the Excess Profits 
Tax Act should not be altered and that cooperatives generally 
and more particularly savings cooperatives should continue 
to enjoy these exemptions. 

With regard to the factsthat are stressed, the learned 
counsel for the commission may examine the officers of 
l’Union Regionale de Montreal who are here. I wish to draw 
the commission's attention to the fact that "l'Union 
Regionale” is constituted under the Quebec Cooperative 
Syndicates Act and that it groups 169 "Caisses" or 169 
savings and credit’ unions in Montreai and surrounding 
district. I wish also to draw the commission's attention to 
atetber which though a question ofvlawiyivis ter wsit 
practical purposes, a question of fact. I refer to section 
6 of the Quebec Cooperative Syndicates Act which provides 
that "Such cooperative activities shall not be deemed to 
constitute the carrying on of a trade, financial establish- 
ment or means of a profit.” 

Several organizations have represented to you that, in 
fact, there are no profits in cooperatives, and we submit 
that the different laws passed by parliament do not confirm 
a new principle but confirm something that already existed. 

I draw attention of the commission to certain 


statistics appearing on page 5 of the brief; the data are 
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on page oO of the French text; Population served by these 

169 “caisses", 657, 262 persons in the district, of. Montreal, 
Cooperators are grouped. according to parishes, so that the 
population is not that of the whole region of Montreal, 

but the population of the parishes where a “Caisse populaire” 
exists. 

I also draw attention to the aggregate assets which, on 
August 17, 1944, amounted to $17,210,533.39. This goes to 
show that cooperators who are members are people of rather 
limited means, the reason being that savings unions are 
especially intended for those of rather modest means, both 
in the country and in the towns. 

There is, on page 8, another point which I wish to 
bring to the attention of this commission. We give on page 
7, as samples of "caisses populaires" of the Montreal district, 
a list of eight "caisses populaires”, those of Immaculate 
Conception of Montreal, of St. Hermas, County of Two-Mountains, 
Notre-Dame of Hull, St. Enfant Jesus of Montreal, Ste. 
Cecile, St. Alphonse d'Youville, St. Jean-de-la-Croix, and 
the Caisse populaire of St. Jerome, These “"caisses" are 
typical of the cooperative movement and have been used as 
models por the development of the cooperative movement in 
the province of Quebec. 

On page 8, we give figures that explain why the revenues 
of these “"oaisses* should be considerable, giving rise te 
the question as to why these revenues should not be taxed. 
There are, for the eight “caisses", 8 Boards of Directors and, 
under the law, a Loan Gommittee and an Advisory Committee. 
The caisses populaires are administered by Sares, Doards. of 
directors: A board of directors which performs about the 
same duties as the board of directors of a company; a Loan 


Committee which, under the law, has the exclusive supervisior 
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of loans, and an Advisory Committee, which has access to the 
books and to the funds and may call a meeting of the 
members. And so, for the eight “caisses", there are 69 
directors or administrators; 25 loan committee men and 22 
advisory committee men. In other words, for the eight 
Caisses, there are 116 officers responsible for the ad- 
ministration, 

Those are the facts of the case. My learned friend 
will have an opportunity of questioning the secretary ant 
i'Union Regionale" and the managers of the Caisses, who are 
here, 

In the second part of the brief is set out the argumen- 
tation, that is the arguments put forward by us in support 
of our contention that this commission should report the 
doing away of the exemptions afforded by section 4-.of the 
Income War Tax Act. 

Text: 

Here I would like to say a few words to this honourable 
commission: the brief was drafted in French and the trans- 
lation was as literal as possible; sometimes the translation 
may not be very happy, but if there is anything that should 
be cleared up I shall be pleased to furnish explanations to 
the commission. 

Translation: 

In our argumentation, we present three lines of argu- 
ments. First, come social services rendered; then there 
are the financial services rendered to our members, and, 
lastely, in an attempt to ghow the existence of those three 
classes of services, there is a legal aspect which one may 
gather from the circumstances under which these cooperatives 
operate and from the laws that govern them. 


With regard to social gervices, we wish to emphasize 
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that this initiative originated in Canada, drawing its 
inspiration from savings or loan societies organized in 
Europe around 1848, Consumer and production cooperatives 
have developed, especially since the days of the Rochdale 
pioneers, one hundred years ago, and the savings and credit 
union was developed during the nineteenth century, in the 
Rhineland. In 1900, Mr. Alphonse Desjardins founded the 
first caisse, at Levis, and subsequently, many others in 
Montreal. At first, the object was to combat usury and 
ensure a greater measure of social security among the people. 
People were poor and money lenders were more or less exacting. 

The “caisses populaires" have rendered great services 
to their members. I draw the commission's attention to 
paragraph 4 on page 14 of our brief: "What must we say 
gay’ also of the social and economic training received by 
those members who accept to manage, supervise gratuitously 
the savings of the people. In the 169 “Caisses" of this 
district, they number close to 2,300 ~- without taking into 
account the managers who receive very small tangible tokens 
in compensation -- those,members who, without any hope of 
receiving financial remuneration, devote, spend themselves to 
earn the gratitude of their fellow-members. They manage 
wisely, they grant credit with equity or look over opera- 
tions with fatherly-like attention as a social duty. They 
assume heavy responsibilities because they have a social 
sense that faith in the undertaking has developed to a high 
degree. 

Under the law, the directors have no right to compensa-— 
tion. The officers who administer savings and credit unions 
have no right to remuneration and, in the Montreal area, 
for 169 “caisses", we have about 2300 officers, In other 


words, instead of economic organizations on a somewhat large 
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scale, witha héad-office directing the operations of 
branches and efficiently administering other people's 
Savings ,<insteadc«of 15 or 20 officers, you have 2300 of them, 
It goes to show that, in these days, when there is need of 
developing in the peoole a greater sense of responsibility 
under a democratic regime such as ours, these "caisses 
d'epargnes et de credit", afford a practical training to 

a great many members. If, instead of 169 autonomous 
cooperatives, you had an organization with 169 branches, 
those who administer the branches would not have the same 
responsibility as have the 169 boards which have to assume 
responsibilities, prepare a balance shest and submit same 
to the meeting of their members, 

And so, we submit thav, from the point of social 
PesponsiDidity,.of instilling responsividaty aocorphevmasses 
of the people, as well as from the economic point of view, 
the "caisse populaire", as 4 means of social training,is 
irreplaceable. 

As for economic services, in Montreal and Quebec as 
the evidence would show, it is a fact that the "caisses 
populaires" as in the case of other cooperatives, render 
services, ota lower cost. The reason Ton thisiis simply 
that the middleman is done away with. Undoubtedly, there 
is recrimination in certain quarters, that the competition 
is unfair, what really is of importance to the state, both 
from the point’ of view of public welfare: and of taxation, 
is not so much that the middleman should prosper as that 
services be rendered. And if a medium can be found whereby 
this exchange of services may be accomplished at a lower 
cost, the economy of the country will not be prejudicially 


affected thereby. 


In the second place, by securing for the cooperators 


Pui a Sie: i athe: a mead oP 


ph 
Th ooh a 
o 


a Be ee GPT Mus. 2 nme “ely we, see | 

j s. 
un ie bet prey oe een eeninne ee gephrws is Pes pre “a ) P 
i Ee on st} ay re Deal 0 a bao be” an oes mere ¢ saw’ ‘cilia | 
: Liegr a Dos hitch tbe xs ote karan inw “riba a a 
Bettie, Car ead. oft Qhpege ~O) ct rie ‘a6. wre athe 


: ae: 


“ ay 


r " ee Rearnn! ey tt ® eit ‘ i ads ae ‘ . sara WL: ee 


Pie ‘a we ae 2 ap Pay j | rea fr ‘ 0 a i \ if ey ea! Pe 4 7 pies "1g, a 1 eee * ie - 4 t fod jie onacaed 
; ahs ire ; ; ’ 


pie 


Og) A oa Capen cicae” ie Ean a. aaa es “in tse wan oe 


ma)! on say : : 
* = . +4 ul a ies 24 - F 
f yore By Fe o hss) & ve Pcie Mes: ieee: eae ~~ a a tee 
s 
A ( 


y ree ae = ; ' DH oe ' ee ove ML ® aM ¢ ee ob! 
Weis 0 wir a iv ‘ ® They They : fe] ek ae ‘ : =v “ 
Ber pes oa Sroeknedert oe a Se gn Lith 
if f 
. ro ah ; Cie : ; ve 
if Pysg we be ay he Pm y Wh alias, TLE Pes ‘0 Ween y . aa ’ ta p * a il 4 ee ~— if 
1S eee 4 ; Ata EN . ab lt my og GOSS ons aa 
i wal 2 : it : ; m = ; : 
neh a 
a ; sls ech oe. Bae 
| si 2 
; te he kat : 
’ 6 
rr; Es 
‘* a” i ; oni Ts wy ab * 4 
ie 
“i : : 
ve y s 1 f LP A Ps ‘ ‘ : . bores Fie P Po 
’ w" i f Bo . as ee t At ae 


/ "eh : ney 
mi ae Roa fs ue 
; Bo G4 } ’ 7} if he a i ee 
‘ ‘ . ie? a’ 
ay 
7 
a Pre: Be ¢ 
t i mee r ‘ fe 
a Pee ae Fs SEH PhS at faa, Git a 
3 
‘ : é ‘ , 
7 : qye 8 7 ta be af figs 
A = 
eden ook P pie ee ae Eerie Cec ‘ i : : \ Foe 
- . oe toe x Peng: ‘ <d < i 5 foe : -" + Re ‘ i . * 
ais Ay } sD plane Biv tees WOT ee We c Wey rier Pscnites 
; : nh , yy oe i Ait GTV ST Ab OAR, py Ri me 
: x ie 2 ee ahs ft oer a : 
J i x ane i he ae ouetls ots f <a era =, 
Re 5 a ts Bi : . a ae 
: ~ page { : oi 
0 y ve 4s , ; n 
Re Seb eyes tp tay EAA) Ee vy, i 
: caer | etre whch Ray 
x » i , . 
« Be 
i Po i Cee Te a eo 
7 é EG. 
+ 
ey fa Sas is ee 
dh 4 seat s Bal a f + Mh oF whe 
aa a prep ed rey * Fr. cs Boas 
: ie aie rP Yin beene Pe, Sima eG ens | Pa fia Ton Sees EP 
ee eae | sively Sty! aaah SMe aR gahs. ocr MUS Wee iat, 
‘ ie ; 1. Us oe Se 
aie eo. ae 2 cay 
Sime tee ree a Laer ETE te iat See cot. f- ‘pot. ee Ce 
OS Aide we oe MME Wa es ST me ee ties Seer yey rs EE) Flyin s. =e fcsh Waele eS aC oy id ie 
t : : i ees ret) GaSe 
Mer ch ‘ OE ey tt F y 4 ¢ t 
u orp pond x ;- 4 mi ante A 
Sr rettt Ee eu ‘ 
tees oats § " : BRP A a ORG 1 Oe Hear efi ! py pal eit oe 
Na Fi ete ee ek: 3 eae 
: : 
°f 
| f iN 
e d 4 >. * 0 
: ; eae hee) PED ed 
ar) t “E * . : oh 1 
1 BeSae ted wh baht i ; EAU Re ur cie acer cares ae 3 GN fi peor 4 
Me dbae al an re eee My el ah ¢ ajdt Ree A t3 Re us 
Pa * 
a e 
. ov 
| * 


~33A2 (translation) 


savings ana credit services at a low cos , the buying power 
of the general public is increased and the incentive to 
save is encouraged. There results from this a double 
fiscal advantage to the government, even if this should not 
be apparent, Indeed, trade and economic activities in 
general are fostered by this increase in purchasing power, 
whence an increase in the collestion of certain taxes,sucn 
as taxes on private income, sales taxes imposed on whole- 
ealers, Gxcise taxes and customs duties, The fosterine of 
thrift brings about an acceleration in the renewal and in- 
crease of industrial capital, thereby encouraging new in-~ 
dustries and increasing commercial and industrial production, 

in the third place, by affording their members banking 
services at a lower cost, mortgage loans at rates as low 
as 4% and personal loans at 5 or 6% without additional COstS, 
union eredits place credit at the disposal of their members. 
With this credit -- and that is the main service the "caisse 
populaire"™ in the province of Quebec renders ~- with this 
emedit-at a low cost, the individual is enabled to pay off 
certain debts and make purchases, all of which would other- 
Wise be impossible. For instance, it often Happens, in 
Montreal, that, when he marries, a man would like to buy 
furniture but cannot afford to pay $200 or $250. If he buys 
on the instalment plan, the purchase price will be increased, 
He goes to the “caisse populaire™, undertakes to refund at 
a small rate of interest, then goes to the merchant and pays 
cash. He thus is enabled to save on the interest and to 
even get a reduction in the purchase price, 

On page 19 of the brief, we stress Sections S9 and 2g 
of the Act. Under sections 39 and 29 of the Act, in the 
case of savings and credit unions, the reserves do not 


belong to the members. The reserves are, in principle, 
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collective property. Moreover, in case of dissolution 

of the union -- which is a rare occurrence -~ the government 
disposes of the excess of assets over liabilities. Indeed, 
section £9 provides that the excess assets must be paid to 

a public utility undertaking designated by the Lieutenant- 
Governor in Council. If a "“Caisse™ hag an accrued reserve 
of $100,000 and the society is then wound up, the Lieutenant~ 
Governor in Council directs the liquidator to hand over the 
$100,000 to a hospital or a charitable institution, because 
the reserves of Caisses populaires do not belong to members; 
they are there solely to meet losses. .Members cannot touch 
them. 

Section 38 determines how surplus earnings are to be 
GiSuripuued. [his distribution is for the: permet h onwoie 
members only. One portion goes to the members, a second to 
the depositors, and a third is paid to borrowers who have 
obtained advances and thus encouraged the cooperative. 
Surplus earnings are not profits; they decrease the cost of 
services rendered to members, 

The surplus earnings from the operations of these 
savings and credit-granting cooperatives is very small. 

The source of this surplus lies in the cooperative and social 
sense which these cooperative institutions develop among 
their officers and their members. Section 23 of the 
Cooperative Syndicates’ Act states that the duties of the 
officers, namely of the board of directors, of the advisory 
committee and the loan committee, are performed gratuitously. 
Only the services of the manager can be compensated. Lin 
actual practice, however, the cooperative grows because, 
during the first year, the manager accepts ito discharge 

his duties in consideration of a remuneration of $1.00. 


The premises are, in nearly every case, supplied free of 
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cost to the cooperative for several years. These sacrifices 
enable the GOaisses populaires to grow; to pay depositors 

a rate of interest slightly higher than that of certain 
financial institutions; to make loans to their members at a 
rate below the current rave and to realize, nevertheless, 

a small surplus which; is paid out to the cooperators. 

THE CHATRMAN: As far as the surplus is concerned, it 
is actually the oetenae of the “Caisse”? 

MR. PERRAULT: Yes; in a strictly legal sense, it 
belongs to the “Caisse”; or rather the “Caisse” holds it in 
trust to meet potential Losses. Let us suppose one of the 
borrowers fails and cannot pay back his loan; the loss is 
met out of this surplus. If the society goes into Jiquida— 
tion, the members cannot say "This belongs to us"; the 
Lieutenant-Governor in’Gouncil will dispose of it in favour 
et vetrospivad . 

We state in conclusion that taxation of savings and 
credit-granting cooperatives would create a three-fold in- 
justice. First, itwould be « reversal of tmeveconomic 
policy followed by the federal and provincial governments. 
Since the beginning of the 20th century, es 4 matter of 
fact, the manifestations of popular initiatives have always 
been encouraged by all democratic governments and the 
Dominion Government has itself done so. in atl parts of 
Ganada and in the province of Quebec, the cooperative 
movement has been encouraged. The Dominion parliament has 
included in the Income War Tax Act of 1940 a provision 
exempting cooperatives from that tax. Hence, a situation 
of which cooperatives have taken advantage; they have 
developed. <A change of policy would in fact mean changing 
s gituation which gives vested rights to cooperatives. 


This exemption granted by parliament is a recognition of 
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vhe cooperative movement, The cooperative movement has not 
developed on account of these laws, it had started before 
that. We have now vested rights, If our income is now 
waxed, some cooperatives will shut down and others will 
suffer, and you have in the Montreel district 56,000 
cooperators who will suffer from this change of policy. 

THE CHALRMAN : It is not a question of making somebody 
suiter, if the cooperatives do not suffer, others will. 

MR. PERRAULT: Before the report is ready, we submit 
that we should not suffer, And, finally, we develop this 
argument which has often been developed namely that the 
baxation.«of cooperatives’ income or the taxation of their 
surplus, of their profits, means a double tax on the personal 
income of each cooperator. We submit that this belongs to 
the cooperators. The cooperative's assets and income are 
the property and the income of the cocperators and, therefore. 
there will be a double tax on the income. 

MR. NADEAU: Is not the shareholder of an ordinary 
company in this position of having to pay a double tax? 

MR. PERRAULT: The shareholder of an ordinary company 
Ccoes not participate in the activities of the company. For 
iastance, 1 may own shares in a bank and may never obtain a 
loan from that bank or make a deposit. . Gonsequently, the 
income of that bank results from the activities of other 
Pereons, end as shareholder, 1 reteive an income; a sory o7 
toll on the services required from the bank by its customers, 
This income is paid-to me but it was nowt created by my own 
activities. While in a cooperative, it is the cooperator who 
created its own income within the cooperative. 

MR. NADEAU: Because it deals only with its own members? 


MR. PERRAULT: Yes. 


THE CHAIRMAN: It is the board of directors in each case? 
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MR. PERRAULT: Yes; it is the board of directors that 
makes the contract. What I mean is this: the savings 
and credit-granting cooperative only takes deposits from 
and makes loans to its own members; whereas in a bank, the 
bank receives funds from persons other than shareholders, 
and shareholders are paid an income which they have not con- 
tributed to create. In the savings and credit-granting 
cooperative, the cooperativets income is created by the 
operations, activities, contracts, deposits and borrowings 
of the members. 

MR. NADEAU: Does the Caisse populaire make loans to 
its members only? 

MR. PERRAULT: Yes, and receives deposits only from its 
members. 

MR. NADEAU: Does it invest its funds elsewhere? 

MR. PERRAULT: Accessorily, the Caisse populaire makes 
investments. The Gaisse populaire is a savings and credit- 
granting cooperative. Obviously the ideal purpose is to 
use all the savings to extend credit to the cooperators 
themselves. The law allows us to make investments elsewhere. 

I call the attention of this commission to the statis- 
fice on pare 11 of ‘our brief, The investments made elsewhere 
by us are investments under Section 40 of the Cooperative 
Syndicates Act of Quebec, and they can benefit the community 
onty; in other words we cannot make a loan to non-members. 
Thus, among the investment of 169 Caisses, we hold federal 
bonds to the amount of over two million dollars, Province of 
Juebec bonds amounting to $1,862,810.00; municipal bonds: 
#316,700; School Corporations: $884,425; Religious institu- 
tions: $1,351,000; those who benefit are parishes, colleges 
or hospitals and therefore she investments are in fact social 


investments. 
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MR. NADEAU: How do you explain this passage of the 
affiliaition resolution paragraph 5, which reads: ~“Ehat 
loans to non-member individuals or public bodies be made by 
this board after previous consent of the Federation des 
Unions regionales de caisses populaire Desjardins." 

Does it happen that you make loans to people who are not 
members of Caisses populaires? 

MR. PHRRAULT: Under Section 40 of the Act, we can do 


sO in certain cases. With the consent of the Federation, a 


Gi 
© 
ie) 


local “Caisse" may be allowed to loan on mortgage 
non-member individual, but in fact, it is not the practice. 

: . There may have been exceptions, but to my 
knowledge, it is not the practice; we do not lend on 
mortgage to non-members. 

MR. NADEAU; I take upon myself to ask questions 
on that subject. Ia non-member wishes to obtain a loan from 
the Caisse populaire, will not the Caisse*populaire make it 
easy for him to become a member? 

MR. PERRAULT: Our Caisses populaires, as much as 
possible, are not managed in view of a profit. We like just 
as well a member who gives us encouragement by borrowing from 
us. What we are seeking is not so much savings as credit. 
According to the cooperative principle, admission to a 
Pench ve is free. If somebody comes along with $1,000, 
we say to him: "Join first". If somebody wants to borrow 
$1,000, are we going to accept him with open arms! Not 
necessarily. He must join first in order to make a deposit 
er obtein a ioan. 

MR. NADEAU: So that it is very easy to deal with your 
members? 

MR. PERRLULT: The essence of cooperation is freedom of 


action for everybody. We accept everybody in the Caisses 
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populaires, whether they want to deposit or to borrow. 

We encourage borrowing by means of a refund. The man who 
borrows at 90 per cent can get a refund of one-half of one 
per cent at the end of the year, 

MR. NADEAU: At this point, do you not think that the 
Caisses populaires are competing with similar institutions 
who lend on mortgages? 

Mie PERRAULT: “Yos, there 1s competition.” Io was 2oime 
to ask to be’allowed by the commission to submit an additional 
brief later. 

Text: If I might express myself in English, we have a 
Grepee conclusion in our brief, The first Of Course we oo 
sustain our submission that the cooperative should not be 
taxed, and we give three reasons for that, The first one is 
that the federal parliament and the provincial legislatures 
in this country have encouraged the credit unions and co- 
operatives since the beginning of the twentieth century; 

as a matter of fact it has been done in all democratic 
countries of the world. Therefore we have a right to expect 
that the parliament of Canada and the provincial legislatures 
Will continue along that same line. 

The second reason is that we have vested rights now. 

We have vested rights that no tax should be added to the 
credit unions. We have developed since the beginning of the 
centure with these dispositions in the laws; therefore we 
have a vested right to expect that the same laws will 
continue to be enforced. 

MR. NADEAU: tee parliament bound by those vested rights? 

MR. PERRAULT: Oh, no; parliament is not bound, but 
we have the right respectfully to make submission -- 

THE CHAIRMAN: I would not call a provision of this 


kind a vested right, Mr. Perrault. 
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“3549 — ( (text). 


MR. PHERRAULT: Well, of course if we were to be very 
strict it might not be a vested right, but we consider that 
to be a vested right. 

ne third point is that taxabicn on the income or a 
credit union, or excess profits tax, for example would be 
another tax on the income of the cooperative. I respectfully 
ask this commission to be permitted to submit an additional 
Driet,  inere nas been talk of competition, and there nas 
been tbaik also all through this country, judging trem tue 
newspapers, of the privileges granted to the cooperatives 
and credit unions under the Income War Tax Act and the Excess 
Profits Tex Act of 1940. But as a matter of Tact these are 
not really privileges. A great many of the companies have 
had privileges; for example the credit union would gladly 
pay a tax if they were to have the same privileges as the 
banks have under section 88 of the Bank Act. In many fields 
privileges have been granted by special acts of the federal 
parliament or the provincial legislatures. For example, in 
the incorporating of certain companies they were given grants 
of land and all kinds of tax exemptions. They have succeeded 
in developing an economic system under the company laws of 
Canada with those privileges granted to them by the federal 
parliament and the provincial legislatures, It is a very 
modest help that the cooperatives and the credit unions have 
had under these exemptions that we find in the Income War 
Tax Act, chapter 97 of the rewised stavutes of Ganada, and 
in one pecess Profits Tax Act, 1940, 

MR. NADEAU: I understand that you are not paying 
any provincial taxes, according to the statute; is that right? 

MR. PERRAULT: No, we are not paying any taxes. But 
it is the only privilege that we have had. We never had any 


grants of land, or the benefit of the dispositions made by 


the Bank Act, sections 7” to 96, There is no unfa‘r 
competition; therefore I think it igs only fair that the 
cooperatives should do es they do now. Under the laws as 
they exist 1 do not think it can be called unfair competi-~ 
tion that is unfair to the companies as they do business 
NOWe 

MR. ARNASON: Mey I ask a question? 

MR. PERRAULT: With pleasure, 

MR. ARNASON: Do you know -- I am not very well acquaint- 
ed witn conditions in your province -~ or do you not, 
whether your local credit unions, caisses populaires, 
are required by the Income Tax departmentto make a deduction 
of seven per cent at the source with respect to interest 
that they pay on shares? Is that within your knowledge? 

MR. PERRAULT: As a matter of fact in the region of 
Montreal which 1 represent we have not yet been asked by the 
Income Tex department to make sucn deduction, But our 
provincial federation, and: we are part of the provincial 
federation of Gaisses. populaires, was netitied abou 
month ago by the Income tax department that in the future all 
the credit unions will have to make the deduction of seven 
per cent. As a matter of fact 1 do not know for what reason, 
but in Three Rivers they have obliged certain credit unions 
eo mekwe this deduction for the last Uiree or Toul yexmey sl. 

lL am well informed, As I say, in the past we were not re- 
duired to make this deduction, but from now on the credit 
unions in Quebec will be obliged to do it. 

Ma. ARNASON: That is pretty well in line with the other 
provinces. It -eppears to be a recent development in your 
province? 

MR. PERRAULT: Yes, quite recent. 


At 4.25 p.m, the Commission adjourned until Thursday, 
February 2end. 1045, at 10 Gems 
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~3351- (Translation) Mr. Girardin 
Montreal, Quebec, 
Thursday, February 25, 1945. 

The Commission resumed at 10 a.n. 

Mr. PERRULT (text): May it please the Commission, I am 
through with the brief I have presented. 

(Translation): I have here as a witness Mr. Hmile 
Girardin, who h:s been manager of a credit union for ten 
years and secretary of l'Union regionale for nine Tears: ane 
has been associated with savings and credit cooperatives since 
1919, | 

EMILE GIRASRDIN 
living in the city of Montreal, 
4263 St. Hubert Street, after being 
Sworn on the Bible, gives evidence: 

BY MR. BROSSARD; 

Q. 1 understand you are Seneral- secretary of Se inio 
regionale des Caisses populaires Desjardins (the Montreal 
Regional Union of Desjardins’ Savings and Credit Unions) 
that you-are also manager of a local union? A. I am no 
PoDoecr manager of a*‘local union. 

Q. L'Union regionale includes a certain number of Caisses 
Popuseires’? <A. Yes. 

Q. Are there Caisses affiliated with other unions? A. They 
are not affiliated with us when they are affiliated with 
others; they can only be affiliated with one regional union. 

Q. The two principal regional unions are those of Montreal 
and Quebec? 4A. No; there are ten now; Trdis-Rivieres, 


Rimouski, Sherbrooke, Gaspe, Lac St-dJean, etc. 


@. Hach of those regional unions carries on in the same 


menner, has the same powers and control over the local unions 
affiliated with it? A. They are all managed under the game 
constitution. 

Q. Then we may take for granted that the constitution 


of L'Union regionale de Montreal is a typieal institution? 


SOO On = (Translation) Mr. Girardin 


4. Yes, with Minor differences, but only as to local needs. 

Q. Is there an agreement signed when a local union joins 
MUmeonereci onesie: Ao Ne), Gnly anveti i tecien Lore, 

Q. Sn affiliation form shown in what is called: documents 
of foundation of la Caisse populaire? A. Yes. 

Q. And the only condition for la Caissé populaire is to 
comply with the by-laws of eaieauers Pecionale:y vA Wes. 


r 


Q. You have submitted a copy of the Union's by-laws? 


Q. Am 1 right_in saying that under the by-laws of 1'Union 
regionale the task of the latter is to supervise the Local 
Up bous+end also 40 advertise in favour of the local, unrons? 
Puiu Lo. correc ti. 

®.) Ou have @ control over the lotal unions? “A. A moral 
Convo 2 ContLrod of persuasion. 

Ceeonty Geet? 4. Yes. 

Q@. Do you receive any money from each of the local‘unions? 
&. Yearly fees. 

Qe Will youssubmit a statement of revenues end cxpendiG— 
“res of Union negionale de Montreal for the fiscal) year 
Septembsr 30, 1942 to August 31, 19437 A. Yes; we have that 
for 1943-1944; we have submitted two statements. 

@. The resources of l'Union regionale are mainly derived 
Prom the arriliiated unions’ fees? A. That “1s the (ont Seurce 
ef revyenuc. The other receipts that you. gee ere renitvuaiccs 
from the federation. 

Q. Then l'Union regionale does not enjoy in commercial 
operations? A. Absolutely not. 

O,.And the main item of expenditure, eccordinge 40 Vou; 
statement, is for advertising? A. Exactly. 

Q. What is the character of that advertising by 1'Union 


regionale in favour of the local unions? A. When a parish 
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-3353- (Translation) Mr. Girardin 


group expresses the desire to establish a union in the parish, 
that group applies to 1'Union regionale and the latter sends 
an organizer to that parish to explain what is a Caisse pop- 
ulaire and to establish one if it is justified, if the parish- 
foners are sufficiently prepared, We have two delegates, two 
organizers: Father Desmarchais and Father Dulude. We had four 
last year; we had Father Rouleau of Joliette and Mr. Audet 

for the Abitibi district. The organizers explain the purpose 
and benefits of a Caisse populaire, 

Q. To whom do they explain that? 4. To the parishioners. 

Q. Not only to those who have expressed the desire to 
establish a Caisse populaire, but also, I imagine, to other 
parishioners who, even if thoy have not expressed the desire 
to become members of the Caisse populaire, are, in the 
Opinion of the manager, likely to become members? fA. To 
those who attend the meeting and seem to take an interest in 
the movement. 

Q@. Is part of that expenditure applied to propaganda wi th 
persons who are not members and whom it is desired to have as 
members? <A. Yes. 

Q. Is there. much difference between that propaganda of 
1'Union regionale and the advertisement that might be made by 
a loan company , for instance? 4. We do not advertise in the 
newspapers. 

Pott, 2a) a cirect propaganda, 4 personal propaganda? 

Fis wt Sis 

BY MR. NADEAU: 

GO, What, is. the amount of your propaganda item for the 
last fiscal year? A. For the last fiscal year, it was »4,000 
derived from a collection by the Federation des Caisses, and 
we have made up the difference every time we send an organ- 
izer outside the Union, but the Federation reimburses those 


costs. 
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Be (Translation) Mr. Girardin 


BY MR. BROSSARD: : 

Q. However, in your statenent September 1943 to sugust 
Diy power, 1 sce under the heading “Revenue”. Propaganaa, 
~o,;090. dd. That is a reimbursement from the Quebec Federation. 

Q. For the same purpose? «A. Yes, for the same purpose. 

Q@. So, on one hand, you receive local unions! yearly 
contributions which you use in part for propaganda and you 
receive from the Foderaticn a partial reimbursement of expenses 
incurred for the same purpose? A. The te, correc hae 
year, that Federation's reimbursement and budget has been set 
at Ga,000 om account of the unions that have gone out. 

Q. Now, as to local unions are there special qualificat- 
ions required for membership? A. For individuals to become 
members of the local Union? 

oO, Les. A. They must have moral qualifications; obey 

must, be known as honest, sober and-good ¢eonduct. 

Deriners. ie no distinetion es to relvelon Tw os. oe 
| 

Cometluupion states that they must be: Geatholicea) bub, pierre 

stated somewhere... 

oO, Non-Catholics are admitted: ..4.. Wes, as auxiliary 
members. 

Q. What are the powers and rights of auxiliary members? 
4. They may be members, but they have no vote. 

Q@. Then the saying that cooperatives make no distinction 
as to race, language or religion does not absolutely apply 
to Desjardins' Caisses populaires? A. Our system lies on the 
parish and it is the parishioners that may be members of a 
union; parishioners are those who go to church. 

Oe Cathoiic, parish 74,4... %es. 

\;, Are there other than moral qualifications required of 
prospective members? A. They must buy a yo share, payable in 


2 lump sum or in small weekly instalments even of ten cents. 
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-5555- (Translation) Mr. Girardin 


ase Ms a rule, is there a strict attitude taken in regard 
to the admission of members? A. I would not say there is 
strict attitude. 411 those’who offer guarantees of goodwill 
end good conduct are admitted. 

Q. ure there many cases of people having been rejected’ 
&, Not to my knowledge. 

we Tourdo not know of ny? .~A. Tt is, possitie, 

Q@. It is generally easy, on condition of meeting the 
statutory requirements, to become a member of a Caisse popul- 
Aire? A. absolutely, 

Oi) is thers’ a Limit to thé nutiber of capital shares. 
member may Wold? A. There is a limit Tixed*at the general 
foundation meeting. The maximum may be 40 or 60 shares. 

Coenen each union? “AY Tt is a Localtmatters) mech oats 
igs autonomous and establishes its own by-laws on internal 
management. 

Q. Do you know the average of the maximum number of 
shares which members may hold in the local unions? «A. at the 
time of foundation the number may vary between 20 and 60 
shares. 1 cannot say what the average is. 

Osponeathere eny provisions in your Come HL DU PLOT Cr by- 
laws which debar a person from being © member of more than 
one caisse? A. Yes, he issupposed.. 

BY THE CHAIRMAN: 

Qa. Is there any control? 4A. No, because each member 

must be a parishioner; it is the area that ie ciroumscriped:. 
If he is a parishioner, he belongs to his unton@and if fests 
mo more a parishioner he may stay with his union; and that 
would only apply in case he moved to another parish and he 
became a member of another caisse. If he stays in the 

parish, he shall not become 4 member of another caisse. 


BY MR. BROSSuRD: 
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Q. To become a member is it essential to live in the orea 


the caisse. He may alsé be a member if his business office 


6 Inathe parish. 
Q. Therefore the member who moves must give up his 


shares to some one else? A. No, shares are not transferable 


except at the death of a member. 


OP ebiwould, therefore. be, possi ble eer ore tc WoL enares 
in several caisses? 4. That is an exceptional case. 

Q, Are there any that you know of who hold shares in 
i=) 


Bevereal weateses: 4. YOs.,, there are sole, 


Ooire.couere some who hold A wanes mumps.) avn iO 


Q, To meet the requirements? 4A. Yes. 

@. Now, will you tell us briefly what are the sour des or 
revenue of the caisses populaires? JI do. not mean the oper- 
ations. What are the sources of profits which the Caisses 
populaires ars, able to dietribute at the end vor, coe iieca! 
your? In other words, from where do the Calsses populaires 
derive their profits? «a. From their loans. 

Pecontially? . tia, LES: 
>. They do not derive any profits from investments? 
Ry Loans, and investments. 


O. The investments are bonds subscribed or purchased 


L@ 


and owned or issued by persons who are not members? .A. Accord- 


ine to the act, the caisses have authority to de 10. 


ry) 
(,} 
u 


), You comply with the Law? Au Yess: dominion wre p roy 


Lr cial bonds. 


C) 


6. School.or municipal? A. tes. 
Q, The interest derived from those investments are part 
of the caisses revenue? i, tes. 


BY MR. N..DEAU: 
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Q. Do you make loans on mortgages? A. Yes; loans on 
mortgages, on acknowledgement of debt, on capital stock, on 
the pledging of securities. 


BY MR. BROSSARD: 


Q. Those mortgage loans, do you make them to members only’? 


A, Yes, to members. 

Q., Only? A. Only. I might say 99 and 9 per cent. If 
if 168 a, toan approved by the credit committee, it must be 
to a member. 

BY MR. NADEAU: 

Q. Is not the approval by the credit committee required 
for all your loans? A. Loans ta members. 

Q. And loans to non-members? A. No loans are made to 
non-members. 

BY MR. BROSSARD: 

Q. You make a distinction between loans to members and 
loans that do not require approval? A. That would be in the 
ease of an investment in favour of a school board nists: 

Boa pales parish which cannot be a member (of ‘the par veh 
@aisse. Then, in that case, it would be an investment made 
by the board of directors in that school board or municipal- 
ity. 

Carron are referring. GO investments. Do you mean the 
purchase of securities or an advance made to that school 
board, which would be an advance secured by a mortgage? 

A. Secured by a mortgage, yes. 

Q. You handle that kind of business?’ A. Yes, the 
occasion may arise, but very seldom. 

Q. What is the other source of revenue? A, Loans to 
members. 

BY MR. NADEAU: 


Q. Could you establish the percentage of the lcans made 
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to non-members, for a given caisse? A. As far as I know, Il 
cannot see any; I never noticed during my fifteen years as a 
manager any loan to a non-member. Yesterday, you seemed to 
point that case out, it may be a single case, but I do not 
know of any. 

Gn ite lepointed. the case. ‘outy it 2s berause you provide 
for ohate A.) This is “provided for, but 1b is not a/practios. 
Q. Does the ‘borrower become automatically a member? 

A. He has to be a member before he gets a loan. Nobody can 
borrow without having first secured his membership share, and 
in most of the caisses there is a rule stating that a member 
camot borrow before three months of membership. He has to 
be a member for three months before borrowing. 

BY MR. BROSSARD: 

Q.- Do you frequently happen to admit as a member an 
individual who would have first applied for a loan? A. If l 
refer to my experience as a manager for fifteen years, we said: 
"Very well, you want to secure a loan, get your membership 
first,and after three months you will be able to borrow." 

Q@. Does it often happen that an individual comes to the 
Caisse for borrowing purposes and you are obliged to tell him: 
"Become a member, and in three months you will be able to get 
a oem ss 4s 2b may happen, L have not Deen a manager Tor wen 
years now. 

BY MR. NADEAU: 

ie oo other words, on payment of $5, the. price of ~avshare. 
a borrewer can get a mortgage loan from you? A. If he is 
Pl Pepe as a meme? and if he continues Ga be a member ior 
three months. In most cases the caisses refuse those kind of 
loans to people in a very great hurry; we regard them as 
dangerous, and we do not wish to make them, because this cocs 


not belong to the social activity of the caisse. 
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BY MR. BROSSARD: 

Q. With regard to loans to members as a rule, do you ask 
for the same securities ‘as those demanded by lending institut- 
ions? A. Our security is based almost only on the moral 
Pelue or whe individual. 

Q@. You require one endorsement or two? A. We require a 
guarantee. That is to say that the guarantor comes and says 
yo tne, Credit ycomissioners:, You did rigat im iending toi taer 
Peropecuiar andividueal". 

Q. Would you tell us how the yearly operating profits are 
divided? A. In the first place there is the interest paid to 
depositors, and then the current expenses of the year which 
maresa boval.. These two expenditures, interest and operating 
Poeto, were deducted from, the gross revenue’ of the Caisse, end 
there we get the net profits. Out of those net profits, 
WWenby per cent go to a reserve fund; ten per cent toa 
provident fund and the surplus earnings are distributed to 
the members in the form of bonuses on their membership shares, 

Q. Is the bonus distributed according to a definite per- 


Centages #2. According to.a percentage determined by the 


general mesting. 


QO, What is that percentage gonerally® “Aj It may be 
three per cent, three and one-half per cent; perhaps four per 
cent. 

Q. Is it higher than four per cent in certain caisses? 

f. Yes, in some cases, and the first year it) is often 4¢ro. 

Q, In the case of older caisses, can the percentage of the 
bonus with regard to the amount of partnership shares not excee 
four and a half per cent, five per cent? A, It can reach five 
per cent, to my knowledge. Five per cent is the highest bonus 
paid by some old caisses, but it is said somewhere; "Before 


increasing the bonus, a reduction in the rate of interest or a 
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pavronage dividend must be granted to the borrowers." When- 
ever there is an increase of the bonus, this advantage must 
also accrue to the borrowers through a reduction of the inter- 
est rate or a patronage dividend a cou end of the year. 

Q. Would you tell us, out of the net profits, who are 
those who are first entitled to any refund whatsoever? Is it 
the shareholders, the borrowers? A. The members. 

Gy They are éntitled to a bonus out of the Met protice: 
A. To a bonus on their partnership shares. 

Q. And what is the maximum they can receive before a 
subsequent. distribution takes place in favour of somebody 
plcer) 8, it is different according to the operations cr che 
caisse, the surplus earnings of each of the caisses, This 
may range between two and three and one-half per een Gre Ze LO 
at the beginning, and one and a half, two, two and a elt, 
toree per cent. It may go up to five. 

@. 2n the case of certain caisses, out of the neu ororive 
there is a bonus of say five per cent, which is declared in 
favour of the members? A. After making provision for reserve 
am provident funds. 

O, If there is a balance left after the Dive per Cenk 
bonus, how do you use it? A. This may be paid as patronage 
dividends. 

Oe foe whom? A. To the borrowers: 

Wevoulse 2. Only bo the: borrowers, 

Q. And wholly? 4. Not wholly, for amounts may be left 
which form a surplus fund. Now, some caisses have other 
funds, contingent funds or educational funds, because the law 
permits vhe establishment of oertain funds. 

Q. Could you tell us, in the case of the 169 caisses 
which are under the jurisdiction of the Union Regionale de 


Montreal, what is the total amount of reserves of all sorts? 
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A. Their own assets are $589,081.24. This includes various 
funds; reserve fund, provident fund, surplus fund, educational 
rund. 

Q. Could you divide those $389,081.24 amongst the various 
funds? <A. I cannot do it for you, because I have not the 
figures. We can do it on specific reports. First, you know 
that the reserve fund increases gradually each year, not only 
Dy oe per Cont vue also by reason of the admission fee paid 
by the member on his partnership share. He pays a fee of 
10 cents; this fund goes into the reserve. The net prorat is 
composed of the 20 per cent plus the 10 per cent admission 
fees, 

Q@. What use do you make of this reserve fun Ae to 
provide for possible losses. 

Q. What about the provident fund? A. That is another 
provision fund; this is the first one that is drawn upon 
in the event of loss. 


the other reserves? A. There may be a reserve 


@) 


Q, What ar 
with reference to the educational fund. 

Q. This educational fund varies °=s between one caisse 
and another? A. Yes. 

Q, ‘For the 169 caisses on the whole, is it substantial’ 
he. CoML nol Say’. 

Q. Is that fund used by the local caisses themselves, or 
transferred to the Union Regionale or the Federation*® A. It 
is used by the local caisse itself, for propaganda and 
education purposes, because propagandca is an education, 

Q. 4 subtle distinction hag to be made between the 
various words: profits, ponefits, overpayments, and also 
between the words: education, propaganda and publicity. 

Could you tell me in what respect you consider that the orete 


stions of the caisses populaires Desjardins first differ 
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from certain operations by banks, and in the second place 
from certain operations by loan companies. In what respect 
do you believe they differ essentially? A. First, operations 
are carried out only with members. 

.Q. For whose admission you are not severe, as you said a 
little while ago? A. Usually, they are good people living in 
the parish, and moreover those are distinctions which 1 never 
draw when speaking of the caisses. I point out the advantage 
Oe tee comece end 1 never refer to other institutions. 

il am less prepared to make that distinction between the 
caisse populaire and other financial institutions. 

Cuisiceto the distribution of protits, fs shore a difference 
you could stress? A. I know what is COINS ON Aim oun enhean= 
‘zation, but I do not know what is going on in other institut- 
sons. 1 said a moment ago how we operate. 

By MR. NADEAU: 

Q. When you said a little while ago that you divided the 
profits amongst your members to whom you had lent money, did 
you Snclude the institutions mentioned on page 11 of your 
memorandum, to which you make big loans? A. No, those are 
securities, debentures, that kind of patronage dividend 1s 
granted only to member-borrowers on promissory notes. 

Q@. The interest you receive on those investments is 
distributed among your members? A. Yes, it is pointed out 
that about 70 per cent of the revenues return to the members. 

Br. MR. BROSSARD: 

Q. The bonus varying from © to 5 per cent is not over and 
above the interest paid on shares? <A. No. 

Q. This takes the place of interest? As Yes) “ble oie 
word which may correspond with the word “dividend tT. 

Q. Could you supply the commission with a statement giving 


the details of the caisse's own assets, concerning the report 
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of August 31, 1944? A. This report wes prepared by Father 
Desmarchals , our propagandist, who js here. iI do not know LE 
he B11) meas the figures. 

Q. I do not ask that they be produced immediately, but 
that they be given to the commission within a few days. A. 
Within a few days, that is a big undertaking. 

De Leb us say within two weeks? A. Yes. 

By MR. NADEAU: 

QO. Un page 10 of your memorandum, under the item "Curren 
loand in the 169 caisses affiliated’. paragraph (b), you say 
that the total amount of current loans outstanding as at 
Pogue ot, 1942 1s $5,576,506.00% Ae Yes. 

Q@. Does that total include the loans you made to non- 
member public corporations? A. No, this paragraph (aeons 
page 10 Loe. g to loans made to members. It does not include 
investments in securities. 

Q@. What is the total amount of your investments in 
securities? A. This is on: page 11 and they amount to about 
een m1 VwvoOns'. 

Q@. Do you have the: average return of these investments 


at the end of the year? A. The average return, well, we 


QO. The total return at the end of the fiseal year for 
those operations of about 7 midivons? “si ihiesss hard to 
give . We cannot make the division. You have here invest- 
ments for 7 millions and 5-1/2 millions to the members; you 
have net revenues to the amount of 1 el , OOO) Vn ais 
impossible for me to segregate the revenue from investments 
and the revenue from loans to members. 

Q. Would it be eorrect to say that thoss investments can 
yield an average of 3-1/2 per cent? A. Yes. 


Q. What would be the average return? ALLEL hte store 


it 2 nedilll 
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than 3 per cent; I do not know if we could say 3-1/4. 

Q. What is the average interest rate of your loans to 
your members outstanding as at August 31, 1944? A. Rates on 
mortgage loans to members are about 5 per cent; on promissory 
note loans they are 5-1/2 per cent, not to mention the patron- 
age dividend which reduces the rate; on share loans, they are 
about 4 per cent. It is difficult for me to specify the 
evyerage rate. 

Q. This varies from 3 to 4 per cent in some cases? A. 
Yes, for members. You have an illustration of this on page 9; 
owing to the fact that a member gets out of debt gradually, 
monthly, through equal payments, the interest rate is reduced. 
The rate of 6 per cent continues to be 6 per cent, but as a 
matter of fact the member pays only 3.90 per cent. 

Q. Do you pay patronage dividends to your mortgagers? 

A. Yess some’ caisses do. 

Q. But in the aggregate? A. In the aggregate, Dror Abe 
do not always permit it. 

Q. Do you pay patronage dividends to those who simply 
give you promissory notes? A. Patronage dividends are paid 
indiscriminately. Now, there might be a graduation in the 
rate of the patronage dividend, but this patronage dividend 
banpaia. to, al) member-borrowers without any distinction. I 
cannot say exactly how the patronage dividend works in each 
of the caisses. 

Q. Is it not the duty of the Union Regionale to see how 
the funds are managed? A. Hach caisse is autonomous and self- 
governing. The mission of the Union Regionale is to see that 
the caisses comply with the law and regulations, but we do 
not interfere with that internal control which consists in 
dividing their profits or their operating surplus. 


Q. Have you a representative of a local caisse here? 
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A. Yes, Mr. Remillard is a representative of a local caisse. 
by Mr. NsDEAU: 

Q. Does the Union HKegionale centralize the available 
Pum s Crutne Local caisses? hi L'Union Regionals is not 4 
teemcaat orsanizeati on. 

(. tam asking if it centralizes. the eavellable funds of 
the Local caisses? A. L'Union Regionale is not 6 financrar 
Oreanization. 

esl (eink, 6rrors excepted, that your) comstipucion 
sives, among the aims of 1'Union Regionale, the power to 
Centralize: the available funds of the associated caisses in 
order to help them on easy terms and conditions. Is such an 
article implied? <A. L'Union Regionale may establish and does 
estapdish, besides such a supervisory agency, anovwher orecr- 
ization which is La Caisse Centrale. That isp the @distinevicn. 

Q@. La Caisse Centrale is under i1'Union Regionale's 
jurisdiction? A. They have the same directors and besides 
La Caisse Centrale has a supervisory council and a credit 
committee. 


() 


2. By whom are they elected? A. By the caisses' rep- 
resentatives at their general annual meeting. 

O.Woetyisy the purpose of this CatssenCcuyrale 2 ar 
purpose is to help local caisses which may be momentarily 
short of cash by reason of having made too many mortgage 
loans or because there were too many periodic withdrawals, 
too many Victory loans. La caisse may then be short of cash. 
Then La Caisse Centrale may lend money to the local caisse. 

Q. Under what terms does it make such loans to local 
caisses? A. L-am quite willing to answer, but I am not the 
manager of La Caisse Centrale. 

Q. Is the manager of La Caisse Centrale here? A, Yoo 
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By MR. PERRAULT: 


5 
at tie wy oye ni 
Ley yl ge ta Nat Bs bo 
f : a Wee ares 
ee Bihar eh Se a Jae eislt “at go | 
Rites epee el ek Ae ke ale LE eas? 
ee Pica Wid oo. cae pire 


Rejun, is fosbouek ee 
eye i MLS fe “3 ore ’ 


hops 


Fb store See 


be : Cit Play : Rae mera ye Fh eT Pome 
aha bis ey! ‘ oe mich tie ub ak Me ie aes ee a ag - 
+ a t 


a ake. elias, ue 


oe 


ied as s! ” ak 
Bat bx av, iad wee at ee ee a I oe oie 

' ol Ss. pa ici geet ! ce ee 
ae Ee) ie Cae aie ers Ria ey oon Mri ates 


ar = : oho Ler 
dt te bo or, ; ~ > ae she Ogee 
i 


ae ay Sata fy Ae ge 8 


Ryase 


Kaisha pee 


ue mT 
aye ; ee weep fo ky 
Bae pa Res * Ke Mi OMAR phir 
. - wt 
: 4 OPA WG Sy, Sia 
Me) Gn me Ae mie Nip 
. . 
a Se res essay as 
ees DS hl SS 


erewiny fifo Oh ym A Oia 


ae eed eal es ie 


- zs 4 tt) c ” ti nF a . 
a hak gry a) eral ota ENR fe _ 
Pe eee Seles hetahe adalat ww mie ree ae fe i ea hie 
; } 
: . ia IML ee 9 
#% im AELEL ‘ae Tair) a ) tek 
. a 
y ’ 
: ” a 
‘ 
J on y gel on 


a, a? 


“33566- (Translation) Mr. Girardin 


May it please the commission. I1 understand the comnission 
does not wish employees to be heard. We wished to point out 
the importance of the local caisses, but as to the financial 
part, inspection and control, the caisses depend on the Feder- 
ation and we thought the commission could study that matter 
at Quebec. But if the commission wishes the employees to be 
peeard, we have no objection. 

By MR. NADEAU: 

I think it would be better to hear at least an inspector 
and the Caisse Centrale's manager in order to understand 
correctly the mechanism of the caissespopulaires of the 
Montreal district. JI will ask some general questions. 

Q. You receive deposits from your caisses populaires? 
hy Les: 

beownat ts the exteht of such deposits by your 169) caisses? 
A. They represent $15,480,380.81, 

Q. Do these deposits come solely from your members? A. 
Yes, solely from members. 

Q. Do you pay any interest rate on such deposits? A. Yes. 

Q. What everage interest rate do you pay? aA. It may be 
wWOo wanda duarbery: Some calsses pay one andea halt per een; 
Otuers pay two per cent and still others, two and @ halt per 
cent. 

Q. Are your member-depositors entitled to patronage 
dividends by reason of the deposits they may have made in 
your caisses? A. No, patronage dividends are paid to borrow- 
ors OnLy. 


Q. Can these depositors withdraw their deposits? A. They 


may withdraw by. cheque. 
Q. By cheques quite similar to bank cheques? 
by MR. PERRAULT: 


I must say there is a distinction; these are drafts or 
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bills of exchange, because cheques must be drawn on a bank, 
but in the every day language members do not use such a word. 

By MR. NiDEAU: 

Q.- Do you require any fee for the administration of such 
deposits, for clearing? A, Our caisses are only savings 
banks. 

Q. For the administration of such accounts, do local 
Gaieces require any fées? As Lf do not think so! 

me Lou co not know? A.: I do not think so. “fmecome 
localities it may happen, but usually when a member draws too 
Oamy Cheques, he 1s warned that it-is a Savings bank; it is 
nou en "eccounts ‘department Tor so and so. 

Q. 1 see here among the purposes of your Union Regionale, 
Ip elauss 6, “make the exchange without charge of the ditierens 
affiliated caisses' cheques.” Can you say exactly what that 
means? «A. That would be La Caisse Centrale's business for 
L'Union Regionale has no cheques; that La Caisse Centrale's 
business. I would rather see La Caisse Centrale's manager 
give evidence on that matter. 

6G. l*understand also that you insures your s2ssets. 2. cur 
caisses take out insurance, insure their managers, their 
eldciity, insure safes, insure messengers and insure also 


employees against hold-ups. L'tUnion has nothing to do with 


Gy Do you ‘know.that American insurance sempany Gai hed 
Muna"? A. I have heard about it. 

Q. Which insures the deposits of the Caisses Populaires 
Eo -Onet® recion? 

By MR. PERREAULT: 

If Mr. Commissioner may allow me. During the last prov- 


incial session, an organization has been formed in order tc 


insure the Caisses Populaires; it came into force on 
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February 1. Since the legislature enacted such a law, a coop- 
erative is now doing insurance business on a cooperative basis 
for the caisses of the whole province, or it is ready to do so 
from february 1. 

By MR. Niu DEAU: 

Q. Do you take any insurance for your members, fire. 
insurance, ctce? <A. No. 

Q. Who does the auditing of the Caisses Populaires, 
L'Union Regionale or La Caisse Centrale's balance sheet? fhe 
The Federation's inspectors do it, but here, in Montreal, we 
have travelling inspectors, I mean who go from one caisse to 
another to do the checking. When a manager is in a bad fix 
or does not seem to balance we have two inspectors in Montreal 
who go and lend a helping hand to the local manager and we 
have besides in Montreal, a mutual aid committee. Just now, 
we have 13 managers who volunteer to make inspections from 
one caisse to another and help on bookkeeping, but inspection 
depends on the Federation for the moment. 

Q. Is your experience in the matter of .loams Goryour 
mombers interesting? You have not lost many of those loans? 
DP eetiieeocen say ,.i1s- to refer to the time I was a manager. I 
was the manager of a caisse populaires. in |) very poor parish 
jn Montreal. We loaned during lo years more than half a 
million in amounts of $50, $100, $200 and $500, and we never 
lost one cent. 

Q,.One of my clleagues requests me to ask you some 


questions. May parishes or municipalities, as public corpor- 


‘ations, be members of local or central caisses? A. Of local 


caisses. 


Q. How are these parishes treated when they are members 


of local caisses? <A. As an ordinary member. 
‘) 


Q. Upon payment d #5? A. Yes, and upon payment of tax. 
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Q. And comply with the other formalities of admission? 


Oe Ls it tne same with Municipalities’: A. Yes, at is 
the same with municipalities. 

QJ sre-there other public corporations which can be 
members?’ ~A. School boards, trustees, which means the same 
thing; there may be agricultural cooperatives. 

Q. Consumer ae odes eee Ee eS 

Q@. How are these associations represented in your council? 
A by, Ce legatron. 

@, How aoyour members’ vote, for a public corporation as 
well as for your ordinary members? A. On the basis of a vote 
per person. 

Qe ls there voting by proxy? A. No, absolutely-not. 

Oeel Shrink you answered this question to some extent a 
moment ago. Up to what point do you make loans to such schools 
and municipal corporations, "“fabriques", trustees and cooper-— 
Scivyesces i. tl Weve No accurate figures. 

Q. Could you get accurate figures showing the orientation, 
the destination of the investments which you lend to such cor- 
Poretrvons:; A. 9in each caisse? 

GaeNoy, but tet: us say in 5 or 4: typical carssest, A.Jale 
would be possible to secure the data in that respect. 

By MR. PERREAULT: 

If this commission is willing to give us a few days, we 
could prepare a statement. 

The WITNESS: 

You are referring to loans, to bonds of "fabriques” wand 
corporations’? 

THE CHAIRMAN* Yes. 

A. I have the case of a parish of which I was the manapv. 


and which assumed the whole debt of the fabrique”™ last year, 
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nearly $15,000, the parish of Ste. Clothilde in Montreal. 

Q. By a note? <A. Yes, but there are many cases. When it 
is a question of building schools, the school board borrows 
directly from the caisse,. 

by MR. NaDEAU: 

Q. 4re such corporations entitled to patronage dividends? 
meginey would be ‘entitled to: then. 

OG ueretiteyrentitied to themsarinet? As They wouldve 
Prtiviod to. then, ‘in my;opinion;s itis an epinien, 

QO. But in prattice, do they receive any patronage dividends’ 
#. As’ to the patronage dividend, it is applied locally in cach 
caisse; I cannot answer in the name of each calisse. 

Q. May we also have the balance sheet, the working account 
of 4 or 5 caisses? A. We have about 15 of them to submit. 

Q. L'Union Regionale has also a balance sheet; La Caisse 
Centrale? A. La Caisse Centrale, yes. As to L'Union Regionale’: 
balance sheet, I have handed it over to Mr. Attorney. 

By MR. PERREAULT: 

If it is your wish, we will have the balance deans OF 
La Caisse Centrale, of L'Union Regionale and of 5 or 6 caisses 
arranged and have them handed over to the Commission, 

By MR. NsDEAU: 

In dissecting as much as possible the destination of 
POeTiGs 

By MR. PERREAULT: 

We have here with us monthly balance sheets which were 
arranged by the local caisses. Cooperatives have a book- 
keeping system which enables them to enter their whole trans- 
actions from the beginning of the cooperative, from the begin- 
ning of the year and from the beginning of the month. Lvery 
month, the local caisse gends a copy of its monthly balance 


sheet to L'Union Regionale and a copy to the Federation, 
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By COMMISSIONER N..DEAU: 

Q. What are the relations between the different Unions 
Regionales, particularly between L'Union Regionale de Montreal 
and La Federation des Caisses populaires de Quebec? Are there 
any business relations, any transfer of funds between La 
Federation and L'Unicn Regionale de Montreal? A. Yes, there 
are at first subscriptions we receive from our caisses and we 
five a Quarter of them to La Federation. 

Q@. Can your available funds, wholly or partay, be, sa 
case of need, handed over to La Federation? A. Ln on 
Regionale's available funds? 

9. Those of L'Union Regionale's, of La Caisse Centrale's*? 
A. No, there is no transfer of funds; there are deposits 
pbotween central caisses which can be made for the purpose of 
transactions, but to say whether they can be GentraliZeds+-s 
Oe Min icase of necd? A. La;Pederation has no central 
caisses;-it is L'Union Regionale de quebec which has a eentra. 
Caisse. 

ey. There may exist transfers of funds between the differ- 
ent central caisses ef the Unions Regionales? A. Yes. 

Oy Under wiet terms ere such transtors of funds made 
and for what purpose? A. For the purpose.«-..ones aveain, 1 ei 
invading my colleague's field. 

Gyvouw can answer? #. lt is Torythe purpese of possible 
exchange of cheques or drafts between members ef the qi tierent 
regions. 


Q. Under what conditions are these exchanges of drafts 


made? A”. Under the ordinary conditions that oktain with other 


au 


akon ie hick Chee e leks 
©, What are those conditions? A. The conditions would 


“Y 


be according to the terms set out in the conditions of the 


financial institutions in the locality. 
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Wy. pecording tothe rate of Pnterest? 4. You mean if 


the central caisse deposits money with La Caisse centrale de 


Q@- Yes. <A. At the present time, we agreed that no inter- 
Sec Meera, divest. 1s for 4,few days. 

Q. Can long-term loans be made to a céntral caisse by 
Proverecontral caisse? , 4A. That can be done, pub ioe mow 
Meera Wes, NOL. done,.to our knowledge, 

By MR. PERREAULT: 

Q. Ll understand L'Union Regionale holds an annual meet- 
ing of representatives of the caisses populaires? aA. Yes. 

Q. When does such an annual meeting take place? A. With- 
in 60 days after the close of the business year of L'Union 
Regionale de Montreal, that is to say, within 60 days follow- 
moe the .olet of October. 

pwecre matter of fact, in 1944, at what date did your 
epouaiunecting take place? A. On October 27, (1944, on the 
27th or the 28th; I do not remember exactly; 1 think it was 
on the 27th. | 

aes How many local caisses were represented? 4. 1é5, I 
Dea Veve:.s 

Q. By how many individuals were those Leead @nisses 
represented? &. There were not only the individual delegates, 
the individual representing the "calsse™ proper, bub also 
some directors, some members of the loan committee, members of 
the advisory committee who joined the group; all told we wore 
ever .200. 

9. I understand that .each delegate is appointed. by a 

polelaibrom of the board of directors 4 he gles, eure delegate 
has a credential that he has to present before the meeting. 


9. How long does the meeting last? Ax sProm, Dewees 
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Y. From ten o'clock in the morning to six o'clock in the 
evening? «s. Yes, and there is a recess of one and a half or 
two hours for lunch; sometimes we adjourn for another meeting, 
TO .enounrer day. 

Q@. So this year, in 1944, five hundred cooperators of 
the caisses populaires met and studied questions interesting 
the caisses? 4. Yes, at the start we have meetings, general 
meetings, study mectings, question box type, and committee 
meetings. Each committee studies its own assignments. 

Q. You spoke of the gratuitous services of the directors 
specified in the Act, and you also mentioned the fact that 
Pie henecer receives only one dollar for the firet ie monte. 
Did you yourself establish many caisses? £: About 504 

Desthaty is to say; you supervised the CAPTrV INE. Ou roL 
TiewerovIslons. or the-Act? AL Yes: 

Q. With regard to those caisses, could you say what 
remuneration the manager was willing to accept for the first 
year? 4. in accordance with the latest provisions, which are 
five or six years Old; 2% 28 one .dolwary 

Q. Before, did he ask for a'‘salary? A. No, we warned 
“Nimvthat he had to serve gratuitously for the benefit of 
Otiers. AS amoatter of fact, that-is whatyvl Gid when’? 
Eeeered vue. "Caisse populaire Ste. Chiletiges sce tte. 
be thanked at the end of the year and was quite happy to 
be thanked. 

Q. Reference was made to the administration of the 


v 


various caisses. Would you file with the commission 20 reports 


snowine the: position of 20 local eaissées at January ol 145 
or December, 1944; specimen of accounting kept. by the caisses? 


Pros, tt is avmonthly report received from our s¢eriveted 


caisses. When in the course of the examination of such report: 


we notice something wrong, we send our travelling inspectors. 
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Q. I understand that a similar report is sent to the 
Federation? &. Two copies are sent to L'Union Regionale and 
the latter. sends one copy to the Federation. 

Q. What do you do with the reports? «a4. We examine them. 

Q. Every month? 4. We used to at the beginning when there 
Were Ouly thirty caisses.. I give only my spare time to 
PUnionu Regionale. Since we have 169 caisses, 1 fave meu eas 
pime fo ywudit, every report, but one, arter the other they are 
pudited and since recently, we have inspectors to do that 
Work Of L' Union Regionale. If the books fail: to Dalaneo, we 
send our inspectors for the necessary auditing and rectific- 
ation. 

I understand that at the bottom of the report, at the 
left hand corner, there is a space reserved for the signature 
of the members of the advisory committee? .4,., Yes, the members 
of the advisory committee have to sign once the report is 
audited. 

Q@. Refcrence was made.a few moments ago of the conditions 


a 


of admission. Does each individual have to sign when he 


becomes member of a caisse populaire? 4&4. He has to sign the 
memversaip book, the application form: “LT agree tc becomes 
member of a caisse populaire and to abide by its constitution 
and by-laws. 

Q. Consequently, when he becomes a member pees to 
eomply-with the constitution and by-laws? 4. Yes, 

@., Bnd such constitution and by-laws are paseq on julose 
already filed with the commission? A. Exactly, the list of 
the new members is submitted every month to the board of 
directors and such members may be rejected if there are 


objections to do so and so. 


Q. In the 20 reports already submitted for the 20 looul 


eaisses, the portion of the net credit appears for those 
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caisses? -4. Yes, it appears under several itens. 

Q. I take the report of La Caisse Ste. Cecille de Montreal 
at January 31, 1945. Reserve fund: 9o18,111.20; provident 
fund, $7,695.00; surplus fund, 82,687.44; buildings deprec- 
tation fund, $5,336.46. Those funds are shown in the reports 
Submitted? 4. Yes, that is what we call the net credit of the 
caisse. 

). Net credit governed by sections 29 and 39; that is to 
say that in the case of a dissolution, it must be divided 
between some charitable institutions? A. Yes, it never goes 
back to the members. 

Q. & question was asked by Mr. Nadeau concerning loans 
granted to corporations, members of your caisses. Do you 
remember a loan granted to the town of Beauharnois or do you 
know the details of a loan granted, some two years ago, 
through the caisse populaire of the above mentioned town? A. 
Yes, the town of Beauharnois floated a bond issue and the 
calsse populaire purchased the whole issue. The caisse kept 
al Boe ion for ateeit and sold the other, 

Q. The town of Beauharnois undertook to sell the difference? 
&. 1 think the caisse took a large volume, if not the whole 
issue; more than $60,000. 

By MR. BROSSARD: 

Peso your brief, page 21, it ds saian ie Ser ie 
ition on the revenue and the taxation of the surplus profit 
would stop, paralyze the development of savings and credit- 
eranting institutions that are the caisses populaires. Do 
you mean to say that the exemption from income tax or from 
the excess profit tax the caisses populaires have enjoyed up 
bhO now, either in accordance with the act or by tolerance, 
have greatly contributed to the development of the savings and 


credit cooperatives? A. I am sorry, J am not in a position to 
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discuss the legal aspect of the brief. 

Q. 1t is not the legal aspect. A. It is the legal 
aspect; 1 mean it was included in the legal aspect. 

By MR. PERREAULT; 

Q. Give us your opinion. A. Up to now, the caisses have 
expanded due to the generosity and the devotedness of the 
members, and the few surplus earnings on operations are due to 
the fact that not a single director was remunerated and ‘that 
sven the services of the members of the loan committee and of 
the advisory committee were rendered gratuitously. Conseq- 
uently, the caisse was in a position to realize some surplus, 
enabling it to pay its deposits a rate of interest equivalent 
to the rate paid by other organizations, and even to pay on 
membership shares a bonus of perhaps one and a half or two 


orofits are very small; had a tax been imposed 


7 
us 


4 


per cen... he 
On that portion of the profits, the caisse would have poen 
unable to pay anything whatsoever, neither to the depositors 
por to the members. 

Q@. If I understand your answer, you conclude by saying: 
had there been an income tax, you would have been unable to 
pay the depositors the same rate of interest or to pay the 
sane patronage dividend to your. members? A. In Montreal, our 
caisses are in their infancy. You notice the developments: 
in 1922, they started with 38. Some are one, two, three, 
five yearg old. At the outset, the caisse accepts the 
deposits of the depositors. Sometimes, such deposite ars 
loaned six months later. Before the wheel is set in motion 
during the first year, the money may remain idle during two, 
three, four months before loans are eranted and during all 
that time the caisse has obligations as far as the depositors 
are concerned. Compared with the cbligations contracted with 


the depositors, the profits are very small, 
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By MR. NuDEAU: 


~ 


Q. Are you a member of L'Union Canadienne des Cooperatives: 


Q. Does it happen thet following some turnover of funds, 


f 


4 caisse centrale or local caisse hes to wind up its business? 
A. That may happen, 

Q. Was there any case of forced liquidation? A. To my 
knowledge, it occurred once; around 1927, 1 believe. 

q. Are you speaking of the district of Montreal? A. Yes. 

@. In such a case, are the other central or local caisses 
able to come to the rescue of the caisse forced to wind up 
ie bacunecsr A. They enjoy full, autonomy. 


c=) 


(eiiney are not obliged to. do 1t7 &B. No. 

By MR. PERREAULT: 

@. When such a liquidation occurred the caisse centrale 
was not in existence? A. No, the caisse centrale was founded 
a Ll oes 

By MR. BROSSARD: 

I understand that we will have the opportunity of getting 


that information in Quebec; if we have it now, it will come 


to the same thing. 


ee 


LUOTEN REMILLARD 

living in the city of Montreal, 
6745 St. Lawrence Street, being 
Sworn on the Holy Evangelists, 
deposes: 


ee em 


By MR. SROSSARD;: 
Q. Ll understand that you are the managor of La Caisse 


Gentrale de Montreal? <A. Yes. 


OMe bel se Lbs) exact name? A. La Caisse Centrale 
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1» £0U are also the manager of a local caisse? A. Yes, 


La Caisse Fopulaire de St-Jean-de-la-Croix. 


hs end director of L'Union Regionale de Montreal? A. Yes. 
e O 


1s VOULI WOU tell iat are the relitions between 1a 
Caisse Centrale Desi. rdins de Montreal and L'Union Regionale 
de Montreal’ A. The caisse generale is the financial organ- 
izeuion of i Union Regionale de Montreal. It was founded to 
enable the applicution of the statutes of L'Union Regionale 
in woaieh 2G is said that L'’Union,. Regionale has to assist, the 
local caisses in clearning or exchanging drafts issued by the 
members “oO. the local caisses. 

. tae caisss centrale has ite own asseta? Git has 2s 
own assets. 

joomnere do its assets come from: JA. roan deposits 
Of the ea.eses, Irom the revenue accruing from the deposits 
CTP une Catsses, meanvers of the caisse centrale. 

Q. Up to what percentage of their own assets do the 
local caisses deposit with the caisse centrale? A. There is 
no percentage set in advance. The caisse centrale was founded 
to help the local caisses in making a profit out of the 
surplus they had to maintain in other financial institutions 
to meet the withdrawals of their members. For instance, a 


caisse populaire has assets amounting to $100,000. <A portion 


of that money will be invested in loans granted to its members, 


another portion in bonds in order to keep enough liquid asseus 


4 


‘ 


in case, for reasons of business, members have to withdraw 
part of their funds. Normally, that happens in the spring sin 
the country for the purchase of seeds and in the city, 50 Gases 
payment of taxes. Then a caisse must keep a portien of its 
assets absolutely liquid to meet the withdrawals. Before 
the foundation of the caisse centrale such funds were depos- 


ited in the bank and were yielding one half of one per cent 
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or one and one half of one per cent. 

As the funds of the 169 raisses put together could be 
invested in easily realizable securities ata higher rats of 
interest for the caisses locales, the caisse centrale was 
founded and the caisses are invited to deposit their surplus 
funds. which they will not be able to use immediately but 
which they may need at any time, with. the caisse' centrale’, 
the financial organization of L'Union Regianale and te with- 
draw them when needed. 

Q. Does the caisse centrale pay interest on the deposits 
tiade by the local caisses? A, Two and one half per cent ona 
Quarterly basis. 

Q. Are there many caisses depositing the major portion 
Of their liquid assets with the caisse centrale? A. No; 
furthermore when a caisse has a rather large sum as compared 
with its assets, it is advised by the caisse centrale and 
L'Union Regionale to invest such sum pecause the objective of 
Poe fobsece 16° bo encourage local credit. 


e. Im other words, the purpose. of Gite ane contrale..is 
eo trepiace the ordinary banks for the regeptinn or doposi Ge 
Poot Tne Local caisses and, on short notice, io) eli ocy to 
them whatever payments they may need. A. In part, yes. 

Q@. Is there another vurpose? A. Yes, because now as in 
the past, the local caisses are still depositing funds with 
the local bank for immediate needs. However the surplus 
which they need absolutelyliquid, instead of being deposited 
fen anstitution trom which it) will receive ay low inueres.. 
they deposit same with La Caisse Centrale Desjardins de 
Montreal. 

@. And the caisses centrale makes that surplus profit, 
Which enables the caisse centrale to pay its depositors a 


higher rate of interest than the rate paid by the ordinary 


ponk:” wh. Yes. 
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a 


q. How do the caisse centrale and the local oaisses 
conduct their operations with one another? Through which 
instrument? A. Through deposits and withdrawals. 

Q. How are the withdrawals made? A. By drafts, called 
cheques, or by the transfer of funds from the caisse centrale 
to the local bank in the case of funds being sent to the 
country or to somewhat remote localities. 

a. Now, the caisse centrale transacts only with the local 
caisses or with a chartered bank? A. Absolutely. 

@. 16 does not deal with the members of "the Tocal 
caisses? <A. Never. 

Q. There are no dealings between the member and the 
Catece Conuraie: A. No. 

By MR. NADEAU: 

Q. Does L'Union Regionale accept deposits? A. No. 

(ib cannot accent them. 1 eather trom vie ite, 
Tesoluvions that the manager of @ local calsse 1s required) ae 
deposit the funds of the Caisse populaire either with the 
Se lose Centrale or L'Union Regionale. A, Uners mica, bo 
distinction; in Trois-Rivieres, the financial body, which 
usually goes under the name of caisse centrale, is called, 
there, L'Union regtenale de Trois-Rivieres. That.is probably 
the reason for the above quotation. 

Q. Has L'Union regionale de Montreal a budget distinct 
from that or the caisse centrale?’ A.j Abscdlutely, 

By MR. PERREAULT: 

May it please the Commissioners: from a legal point of 
view, they are two distinct cooperatives; each has its own 
board of directors. However, the directors are the same. 

By MR. BROSSARD: 


Q. Does the caisse centrale make advances to the local 


Gaisses? A. When necessary, yes. 
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Q. What do you mean? A. If 4 local caisse is overdrawn, 
during a Victory Loan campaign, rether than realize on tne 
securities it may have:and on which it would have to realize 
evi lose at. that time, the caisse centrale de Montreal may 
advance a certain amount based on che guarantees it may give 
to take care of that situation. 

q+ Let us take the case of a local caisse where, at a 
given time, applicaticns for loans by members, applications 
for mortgage loans by members come to more than the amount to 
Die ereaiGior the depositors, could the local caisse apply 
to the caisse centrale for a loan enabling it to make further 
advances to the members. A. One of the recommendations of 
L'Union regionale and of the oaisse CON UTE Les, AGO ne ivy emia 
local caisses that are part of these two organizations, is 
that they should never borrow for the purpos¢: of skends te, 

And so, in principle, a caisse which has lent jell ots fms 
cannot apply to the caisse centrale for the joan of funds to 
benefit any member or organization. 

Q. That is the accepted practice? A. Absolutely. 

i. nine, 1b 3s: never departed 1. rom? AGW hoe 

By MR. NADEAU: 

QO; toe shiort, the caisse céntralc ica clearing-house, a 
Liaison agent between other financial institutions and the 
Pees Gaiveses: <A. Exactly. 

Q. Is there a limit to the amount of capital that may be 
puDseribed by allocal caisse? A, At the caisse contrale.: tie 
mimic is. 34,000. 

Q. Fixed by your by-laws? A. Yes. 

Q. But this limit may be increased to five, six or seven 
thousand dollars as required? A. Certainly. 

Q. Do you charge interest when you make short term 10°-- 


tO the local caisses? <A. Yes, we lend at 4 per cent. 
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Q. And in the case of long term loans, if any, what rate 
of interest do you charge? <A. The case has never arisen of 
Lone Germ loans at a Vocal ‘caiLsse. 

q What rate of interest do you charge to a cooperative, 
to a public corporation such as a parish “fabrique"? A. We 
never had occasion to lend to a cooperative sines the Cooper— 
ative is not a member of the caisse centrale. 

Q. My reference is to the local caisses which, I think, 
de lend; A. LP could not give the exact rate because This 
kind of operation applies especially to the country. However, 
I know that at certain places in the country, loans are made 
bO private parties, at 4 and 5 per. cent. " It would surprise me 
if the caisses lent at a higher rate to financial institutions, 

Ge dan your" capacity of director of the Carsse Cenvraie 
youvere in 4 position to give figures with respect to Ue 
gisvurivution of the loans made’ by the local caasses, rirce, Go 
their members, and then to municipal corporations, religious 
corporations and cooperatives, etc? A. No, I have not that 
information. 

@. Who could give the information? A. It could be 
Svea nedsirom the monthly PTinancial report. 

By MR. PERREAULT: 

Q@. You have already asked for statements of loans to 
cooperatives and corporations. I think we could add loans on 
Pee eak Gonesnstes and those on mortgages. This’ will have to be 
Cipeined from the Local caisses because local gaddees do not 
usually give this information. 

By MR. NADEAU: 

Oy How are the local caisses represented on the caisse 
centrale? A. At the general meeting, which is always held 
within 60 days from the end of the financial year, that ic 


after August 31, each local caisse has a representative, who 
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has the right to vote for the election of the directors, the 
passing of by-laws and the distribution of profits. 

Q. If I understand aright, these directors of the caisse 
centrale and those of L'Union regionale are the same? 4A. 
Exactly. 

Q. How many directors are there* A. Twelve. 

By MR. BROSSARD: 

Unless the Commissioners wish to hear one of the managers 
of the local caisses, I have no other witnesses. 

The CHAIRMAN: Next appearing party? 

By MR. BROSSARD: 

Mr. Perrault represents a certain number of “mutuak Lite 
insurance companies. 

By MR. PERRAULT: The Socicte des Artisans- Canadiens- 
Francais, the Union du Commerce, the Mutuelle-Vie de 1'U.C.C, 
the Union St-dJoseph de Drummondville, the Association Canado- 
Americaine, the Societe ae L'Assomption, the Union St-Joseph 
du Canada. 

‘1. This brief is submitted by the mutual life insurance 
(fraternal) Eeeieties above mentioned in conformity with 
Part I of the Inguiries Act and order in council P.C. 8725. 

The Royal Commission on Cooperatives is a fact-finding 
body appointed to inquire and report upon the matters set out 
in the said order in council, so that the parliament of Canada 
might have in the near future 4 sound basis for the enact- 
ment of laws relating to taxation. 

2. These three subjects enumerated in said order in 
council can be summed up in a more striking way under the two 
following sentences: 

(a) Would it be advisable for the federal government to 
provide for the application of the Income War Tax Act and the 


Fxcess Profits Tax Act, 1940, to cooperatives and cooperative 
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organizations? 

(b) Under the said acts, are certain persons and Cowpanh.cs 
engaged in any line of business subjected to unfair compet- 
ition on account of the’ activities of the cooperatives? 

3. The mutual life assurance societies or fraternal 
associations are not generally termed cooperatives. ‘They do 
not come under the provincial laws or acts relating to 
cooperatives or cooperative associations. 

However, it can be said that these mutual life assurance 
societies or fraternal associations are cooperatives if 
they are studied from the economical and commercial angle. 

May it please the commission, 1 wish to say a few words. 
Different erganizations, such as the Chamber of Commerce, have 
ta weds OTVETs.. 

The CHATRMAN: 

You know that this is the first case of life insurance 
that we have; other companies, elsewhere, have abstained. 

By MR. PERRAULT: 

Yes, the matter, according to what the President of the 
Artisans-Canadiens-Francais tells me, was discussed with 
the mutual life companies, the fraternal associations of 
Toronto and elsewiere. We thought we would submit a brief 
for two reasons: The mutuals are organized on the same plan 
as the cooperatives; they represent a different aspect of 
the same economic system. The second reason is that, evident- 
ly, we do not, under the Income Tax Act, benefit by the same 
exemption but by a similar exemption. Evidently, if it were 
decided to do away with the exemption, it is possible that 
ae principle would apply to us. The third reason is that 


5 the Chambre de Commerce, the Board of 


~ 


certain bodies, such 
Trade, have seen fit to express their opinion which, by wvure 


accident, was unfavourable to the cooperatives. We have 
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thought it our duty to file an opinion favourable to the 
cooperatives. That is the reason why we are presenting 
this brief. Now, I wish'to go on with the reading of the 
DIZeL * 

4. The mutual life assurance companies or fraternal 
associations, in the province of Quebec, eet under the 
quebec Insurance Act, chapter 299 R.S.Q., 1941. 

Do, Besides this act, a few of these mutual societies are 
governed by special acts, as follows: 

La Societe des Artisans Canadiens-Francais was incor- 
porated under the federal statute 7-8 George V, chapter 71, 
as amended by chapter 105, 145-14 George V. 

L'Union St-Joseph de Drummondville is governed by chapter 
135, Quebec provincial statute 10, George V,; 1920. 

La Societe de'l'tAssomption de Moncton was incorporated 
in 1907 by chapter 78 of the statutes for 1907, enacted by 
one legislature of New Brunswick. 

L' Union du Commerce was intorporated on June 4, 1910, by 
a} eat enacted by the legislature of the province of Quebec 
leseorce Vo chapter 37. 

6. These mutual life assurance societies or fraternal | 
associations, like any other genuine cooperative, are 
characterized by the practical application, in their organ- 
ization, their operations and business methods, of the three 
following rules: 

(a) Freedom to join given to people. 

(bo) Democratic control of the directors. 

Each and every member has the same voting power at the general. 
meetings and neither individuals nor groups of individuals 
can gucceed in controlling the society or association; 

(c) The society or association deals exclusively Witn ius 

own members and it is not a profit making or profit seeking 


organization. 
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7, As a-matter of fact, these mutual associations like 
the other cooperatives, enable certain groups of citizens to 
pool their earnings toi help each other. No profit in 4 real 
sense can accrue therefrom, as the income of these mutual 
associations is used in-its entirety to defray expenses and 
meet the payments to the insured members. The surplus earnings 
are used to lower the cost of the services, in this case, to 
reduce the premium on the policies or insurance certificates. 

When there are surplus earnings, they ere forthwith 
handed back to the members, and each member has his share of 
such surplus earnings in proportion with the amount of insur- 
ence be carries. 

Therefore, the aim of the cooperative or mutual system is 
evident; it provides the citizens, the consumers, with a 
system of exchange of goods and services in which the middle- 
man has no place and must disappear. It follows automatically 
that. the insured members of a mutual do not have to pay tor 
She prorite: that would go to such a middie-man. 

‘It follows logically that the elimination of the middle- 
men justifies the granting of tax exemptions to cooperatives 
since the latter make no profits. 

8. The cooperatives and mutual associations or organ- 
izations lower the cost of the goods and services and increase 
the purchasing power of their members. This increase of the 
purchasing power helps the production of goods and services. 
It is that production that constitutes the prosperity of a 
country and not the operations of commercial or financial 
middle-men whom cooperatives render useless. The increased 
purchasing power also enables a larger proportion of the 
savings of the people to be directed towards a greater output 
of producers! goods andof economic capital. Hence, in 


exempting from income tax and excess profit tax the mutual 
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assurance societies and the cooperatives, the returns and 
revenues of the federal government will be larger from other 
sources as the general prosperity rests on a sounder basis 
and the personal incomes of the citizens are larger. 

ot The foregoing considerations enable us to consider in 
its true aspect the present position of cooperatives in the 
matter of the application thereto of the Income War Tax scu, 
ag mentioned in section 1, paragraph "a" of order in council 
ete, EO, 

The exemption from taxation provided for them is not a 
privilege, but a2 right conferred on them by the Income War 
Tax Act and the Excess Profits Tax Act, 1940. 

10. These tax exemptions: granted to mutual.life assurance 
societies or fraternal associations. are found in secvion =, 
paragraphs "f" and “"g" of the Income War Tax Act (chapter 97, 
BG .0.. 1927 4s amended) and the Excess Profite Tax. s00,. 22274 
section 7, paragraph "a" (4 George VI, chapter 5e as amended). 

11. This is a precedent which the federal parliament 
established i Tavyour of cooperaui ves. 

The economical and social ciraimstances which prompted 
the parliament of Canada to exempt these mutual and fratvernas 
associations from the provisions of the Income Tax Act have 
not changed materially. To-day, it is to the best of advan- 
tage of Canada that no change should he made in the provisions 
en this particular point. 

Tt can be said that parliament has so legislated and 
snacted these provisions mainly under the impulse of two 
motives: 

Peto. di ficult. for the people to associate them- 
selves, with the aim of creating 4 common end Joins. tune 
with their savings and it was still more difficult to, opfes. 


the credit required for industrial or financial undertakings, 
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especially in competition with powerful, wealthy and orivide 
eged companies already in existence; 

(b) The inherent contradiction that would have been 
manifest in the taxation of income and profits of cooperative 
and mutual associations, which were established precisely with 

he object of doing away with the middle-man in connection 
with the services to be provided tsa their members. 

le. It is respectfully submitted to this Royal Commission 
on Vooperatives that these mutual life assurance societies or 
fraternal associations have to-day vested rights under the 
Income War Tax ict. 

They have now been established and in operation for quite 
a2 number of years. It would be an injustice towards these 
associations to turn their organization topsy-turvy by apply- 
ing taxes which, in accordance with the expressed will of 
the federal parliament, they had not foreseen and which they 
Neg Cause to ignore. 

135. The reversal of the taxation and economic policy of 
the federal parliament to which taxation of the mutual life 
assurance societies would revolve, would destroy the vested 
rights of all the members of these associations. 

They organized themselves long ago by way of protection 
apainst the risks and reverses of life, and parliament has 
given support to and sanctioned the services they were render- 
ing to the community in exempting their associations from tax- 
ation. If taxes are levied on them, the federal parliament will 
increase the social and economic unrest in the post-war 
etna . Canada's economic prosperity will not be enhanced as 
Si result. 

14, In order to justify such a change of fiscal policy, 
there must also be 2 change in the economic conditions which 


could induce the federal parliament to grant these exemptions 
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of taxes on surplus profits and on income. It would also be 
necessary not to burden social conditions with new levies and 
taxation which would be drawn from cooperatives and mutual 
benefit insurance societies. 

15. Mutual societies, mentioned in the present brief, 
comprised one hundred and savaneeone thousand, thirty-one 
members (174,031), according to the last complete reports of 
1945. Since then, this number has increased. The total 
insurance in force at that date was one hundred and thirteen 
millions, five hundred and seventy-six thousand and one hundred 
and sixty-seven dollars ($113,576,167.00). The total assets of 
these societies amounted then to twenty-eight million, 
eighty-four thousand nine hundred and forty-one dollars 
($28 ,084,941.00). If the assets are distributed per capita 
each member of these mutual societies becomes entitled to one 
hundred and sixty-two dollars and fifty-three cents ($162.53) 
of the total assets. 

16. These figures - and their proportion has not apprec- 
Tepieewarie’ since 1943 - show the cooperative spirit of 
Mapai sts. “Lt; is ithe spirit ‘oF Gconomicy an miles verve) 
has created these popular organizations which are called 
mutual societies and cooperatives. This sense of responsib= 
ility and social solidarity is manifested particularly among 
aie mass of the people and is realized umder ay tovaily 
democratic form, 

S11 civilized governments, particularly in the United 
otates of Reeiba | have encouraged since the beginning of the 
twentieth century, cooperatives and mutual societies. They 
have acknowledged sensibly that democracy, in order to realy 
Punction, must not confine itself solely to constitutional 
endeavours but, and more especially, must be extended to 


economic and social activities of the people. Cooperatives 
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ond mutual societies are applications of democracy on an 
economic working plan. Through them nay be developed amongst 
the masses a sense of initiative, of responsibility, a taste 
for a self-imposed discipline and a spirit of solidarity. 
Cooperatives and mutual societies render to the community 
invaluable services in hard cash. The training of citizens 
who are conscious of their rights and of their social and 
economic duties is more valuable than all the dollars the 
Sovernment could collect through any form of taxation of 

17. The parliament of Canada and provincial legislatures 
have adopted this policy of encouraging and developing 
cooperatives and mutual societies. Post-war economic and 
social conditions, especially readaptation of populations to 
peace-time conditions, will require, more than ever before, 
of all citizens the very qualities that are developed by these 
cooperative and mutual associations. Consequently, Canada 
Must have at heart to pursue such a policy of encouragement 
to cooperatives and mutual societies, more so since the lead 
already taken by many large private enterprises makes .it 
difficult to gether capital on a broad scale and paralyzes 
the consumer's initiative. 

Conclusion 

18. One must remember that mutual societies and cooper- 
atives do away with middle-men. 

But what is: more important, from an economic and TPiscaL 
point of view, is the production and the exchange of goods 
and services. When cooperatives and mutual socicties increase 
and facilitate these economic activities, the country prospers 
and the government collects more taxes from other sources, 
for instance, from customs and excise, sales tax, taxes on 


individual incomes. What is important is the economic 
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prosperity of the nation. Freedom of association is one of 
the principles Accepted by the civil lews of democratic states i 
if the citizens wish to avail themselves of it to form. cooper- 
atives end mutual societies for the purpose of running their 
own affairs without interference from intermediaries, this 
constitutes an economic and social Droereee which every govern- 
ment ought to encourage. 

19. The authors of the present brief respectfully submit 
before the Royal Commission of Inqui*y on Cooperatives that 
the parliament of Canada should not modify the taxation policy 
provided for in the laws presently applied concerning exempt- 
ions Vereen and imposts granted to mutual societies and 
cooperatives: Income War Tax ACO, Chap. 97), Risrcw. L967, ae 
amended ‘and the Excess Profits Tax HOG, L940. 

The economic and social situation of Canada and post-war 
reconstruction necessities should not be invoked by the 
parliament of Canada as a Justification for a change -of its 
taxation policy in connection therewith. 

20. According to the laws and regulations governing them, 
mutual life insurance societies are controlled by their members 
who all enjoy the same rights. That is a democratic control. 
All surplus receipts over disbursements are paid to the members, 
efter provision has been made for a reserve fund as provided 
by the law. There are no profits, the mutual system supplying 
its members with reduced cost services. 

el. To apply the Income War Tax Act and the Fxress Rrotiwe 
Tax ict, 1940, to cooperatives would constitute an enroachment 
on freedom of association. It would amount to an injustice 
towards cooperatives which would then have to pay a double 
Personal Tax, 

Finally, to tax incomes of cooperatives and mutual societies 


would decrease the purchasing power and the economic active 
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ities of consumers abd produccrs <s a whole. It would be an 
injustice towards cooperatives which would then have to pay 
Jouble personal tax. 

Hinally, to tax incomes of cooperatives and mutual soc- 
ieties would decrease the purchasing power and the economic 
activities of consumers and producers as a whole. It would 
offect the revenues of the Yederal governnent. It would anount 
to an attempt to hinder the economic progress to the advantage 
of certain vested interests and to the prejudice sof ithe 
greater number. | 

The whole respectfully submitted. 

Montreal, this 12th February, 1945. 
Jacques Perrault, 

Counsel for the appearing societies, 

By MR. PERRAULT: | 

I have here with me Mr. Pare, president of the Societe des 
artisans Canadiens-Francais and Mr. Belzile, managing director 
Of the Mutuelle de L'U.C.C, 

The CHATRMAN: 

We have no need of witnesses... 

By Mr. NADEAU: 

I would like to ask two little questions.. To what extent 
would you recommend to do away with the middle-man you have 
mentioned? 

By MR. PERRAULT: 

It is a situation we note. 

By MR. NsDEAU: 

You do not advocate doing away with all middle-men? 

By MR. PERRAULT: 

No.« 

By MR. NADEAU: 


| Don't you think that economic conditions have changed 


ain a My i, 
© so ¥ waa 


a 


+P $e pete a ¥ £3t¢ 
: wae Z ies un oo ai woe 


7 + b : os 1 : 
bare bs Mae, a ao & = A 
. | “sas he fst TARE ae ORs yon ok, BLOW: 
id A = a =| ‘ - Me Foe ay Le Pe hast ae ms bi oF ? 
1 : , i oa Sh. i as 
: et oy ceqpte . has 
% y ' : ' ee 
ree é - F 
moh ‘ i 
. he = ~ i pass Baris cos ~ “~ bead " p 
T Piet ne Gay et < me 
tt py onal SACOM LE ine SE act : ae, ‘= ots 
n mY ‘ q “ t q A ae ¢ 
F i We : 
- Y3 
: c) 4 i 7 
. ~_ . 
‘ . % . Pa +s ae vy) - | +“ 
1 Ae H 1 It Me eh z a ae | ad. a VATS ere 
> 1 ~ 
* s ¢, ‘ 
: * t aN + | ~ -« ot + > 
i $ / v , a $ q ¢ t 2 ¢ 4 
wry i ‘ f ue i bids é ‘ ae | af Mae 
r 3 ;: 
ere . iu p 
i, ho Fi : 
~ ; i 3 4 we i ’ ¥ 9 
A ia A « ww te et es 
A { 
| S 
’ 
5 it weed Bis Re Ee 4 
ee 2 = i 7 
aetna? iy ‘ 
af ne ao ’ c oes! 
4s 5 ; fh wey 4, 
‘ 5 " v 
Cae 
or ay, 
BE kid ; 
‘ 3 . 
. ae ; a 
ae . 
7 = 73 i” 
i Ff 
‘ 
we 
~~ y . ian 
eae ne epee 5, - . 
f =} £ PPE gs ees . * 
his CURL es coe a Oe 
*~ . 1p 
> 4 4 
Ss ” 
- RW ss a 
Aire ie x Pe 58 
Ena oe ees ; 
mt % a 
¢ me Yi . : 4 
Birt 
ta « oes 
uel Ue 
So ONT oy a ia 7% 
“ ie 
nus 
* , . 
mit: fe Foxy = at 
oR BRS Ge eb ee A le 
Hasan ox ane 
é i 
vi Y at 
fe y yan - 
ata 
i Soe 
" ¥ pipes 
: Nga eae, 
‘ 
A 
. a hs “y? 
anes |e 
’ 
‘ 
es 
7 ‘ Raa te Fay = a 
a + oe. 
ey a 0%: 
, aes 
‘ 
alae 0 
— P ES > miyOUN srs 
ahaa th - 
i oes, ree ‘ 
Viteile jay ae 3S & ‘ 
BU a iy ee 4 
onal TH9 4 
pore kf; ae 
fens isang 
id 
‘ - 
eta nas oe art - 
CB ane cot sta J ri Or a Ee 
Ses dh Ate tt om 
Old seat ef) 


333 Su (Translation) Mr. Girardin 


considerably since 1930? You gay that living conditions have 
not changed. 

By MR. PERRAULT: 

The economic conditions which led the federal parliament 
to vote those exemptions. I do not mean to say that economic 
conditions have not changed. There are two phases to con- 
Sider. It is understood that at the present time the govern-— 
ment has a greater income for the nation's welfare, and it 
will be the same after the war. But, with the cooperative 
system such as it is being developed, fram the fiscal point 
of view, while you increase the purchasing power of the 
‘masses, you are giving the federal government more income from 
the sales tax, the excise tax and the personal income tax. 

The CHATRMAN: The war has brought many changes. Your 
argument is based on ideal conditions but the war hes changed 
the vaxation system of the country. 

By MR. PERRAULT: 

I think that conditions which led the federal govern- 
ment to YoUts those exemptions have not changed: 

ihe CHATRMAN: That was before the war. 

By MR. PERRAULT: 

Sutel ungerstand that they willie Ge particularly acute in 
the period of post-war reconstruction. 

By MR. NADEAU; 

Don't you think that since 1950 cooperatives have enjoyed 
a tenfold increase in volume of business? 

Br MR. PERRAULT: 

Obviously; it is a matter of statistics, If you cones 
the increased volume of business in relation to the number of 
menbers you will find that both their number and their volume 
of business are lower. Thus, in the brief I have just filed. 


if you take into consideration the fact that in 1955 
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cooperatives had 9,000 members against 56,000 now, while their 
assets have increased from two million to seventeen million 
| dollars, one can say that the volume of business of cooper- 


atives has decreased in relation to the number of cooperators: 
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MR. PARKER: Mr Chairman, I have been furnished with 
what purports to be a corre¢t English translation of the 


brief just read into the record by Mr. Perrault. I wonder 


-if he would be good enough to tell me if that is a correct 


translation -- just the last page I am referring to. 

MR. PERRAULT: There is a word here -— it is not 
Posen 64" “of Treedom: ib isa restriction, 

MR. PARKER: Well, is the rest of it all right? 

MR. PERRAULT: Yes. 

MR. PARKER: As I understand it, Mr. Perrault, you 
prepared the original brief; is that correct? 

MR. PERRAULT: That is correct. 

MR. PARKER: Which is signed by you; and you also 
prepared the. translation? 

Veer AUL Ts,  -That. is correct. 

MR. PARKER: And with the change of one word in the 
third line. of the twelfth page of the English version I 
assume that the translation is cérreat? 

MR. PERRAULT: Yes. 

MR, PARKER: . The word "dental" 18, changeda to "rest.i¢-— 
Lion”. Although 1 realize Mr, Perrault 16 no eppesrinesa: 
a witness, I wonder if he would be good enough to explain 
in a word, in what way the imposition of a reasonable tax 
would restrict the freedom to establish lawful asscciation~ 
It seems to me to be pretty strong language to go on the 
record of this commission. Perhaps at the same time he 
would explain, if he cares to, the last three lines of the 
brief -- in ee way it is an attempt to stop economic 
progress for the sake of certain vested interests: wnad 
the vested interests are that he is referring to there. 


MR. PFRRAULT: I will explain it with pleasure, 
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Mr. Parker. Of course as I said at the beginning of the 
reading of this brief 30 this honourabls Commission, the 
brief submitted by these mutual or fraternal life assoctaviors 
is rather in sympathy with the cooperatives, just as boards 
of trade and chambers of commerce have presented briefs that 
are not always of ccurse along the same lines as the briefs 
submitted by the cooperatives. 

the two.sentenses you refer to at the end of the brief 
can be explained thus, and this is the spirit behind it. 
We submit that the freedom to establish lawful associations 
would be restrioted compared to the situation as it is now. 
Of course, there is not.only the fiscal, or taxationlaspecs 
of this question; there is also the economic aspect, and 
in economic sciences it is a well-known principle that it 
is very hard at the beginning of any undertaking to 
constitute a large capital; therefore if people want to 
form an economic association, whether a consumers! cooperative 
or a producers!’ cooperative or any kind of mutual association, 
it would be hard for them to associate for an economic pur- 
pose or an industrial purpose or a business purpose if they 
have not certain help from the community. The community 
Of course Gsoyvoniy.a theory s,m practice mts be tee 
government, and the government helps them through the Law 
ee it is now in the Income War Tax. Jcbe,) Theretoce 7 submis 
that under the actual economic system -- 

MR. PARKER: That is, they cannot become established 
without government assistance; is that your argument? 

MR». PERRAULT: Well, yes, it is. Of course: in the 
art as it is now, the economic art, it is very hare to find 
working capital for any undertaking. Do To make mnyselT eleary 


MR. PARKER: Well -- 
MR. ELLIOTT: Is this the point: that it is more 
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difficult for a cooperative to obtain HA aly 
than for any other corporation, and consequently in the 
beginning they have less ability to bear taxes? 

MRe PERRAULT: As a matter of fact cooveratives are 
generally constituted among the lower classes of the 
population, and therefore if they want to exercise their. 
freedom of association -- workers, for example, or farmers, 
who are not very rich -- if they want to exercise that 
freedom of association for an industrial or commercial or 
financial purpose, it will be very hard for them to find 
working capital. 

MR. ELLIOTT: We have been told many times that it is 
difficult to astablish a cooperative in the beginning. 

WR. PERRAULT: Yes, and therefore it is in that sense, 
T think, that a change in the Income War Tax Act and the 
Bxeoess Profits Tax Act would be @ restriction of the f7eoa 
of association, for economic or industrial or financial 
or commercial purposes. 

MR. ARNASON: You mean it would tend to discourage 
the organization of cooperatives? 

MR. PERRAULT: Yes, that would be more correot. 

MR, BROSSARD: It woulé render more difficult the 
exercise of the right of freedom of associ ation. 

WR. PARKER: Exactly in the same way that taxation 
renders theorganization of any other kind of busive ss a 
little more difficult: ts there any digterenuce: 

MR. PERRAULT: Yes; of course in theory there cc emeke 
distinction, but as a matter of fact, for example, when 
certain people form a company and they succeed in obtaining 
ore easily large capital, it is not the same situation. 


mM 


Now, the other sentence in reference to which Mr. 


Parker asked me for an explanation is I think the last 
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sentence of the brief: "It would be an attempt to ston 
economic progress for the sake of certain vested interests 
to the disadvantage of the country at alarge," 


MR, PARKER; What are the “certain vested interests” 


JW 


¢ 


referred to there? 

MR, PERRAULT: This is not of course a statement of Lact. 
Ieee youkLy athe opinion of ‘the cooperators and perhavs of these 
mutual associations. "Vested interest” is not to be taken 
in & sens pejoratif. The economic syetem has developed not 
only in Canada but in the United States and all modern 
countries on the basis of a system which is characterized 
by, the Oompanies Act in Canada and in the United States. 

They acquired through various means, through of course 
commercial and industrial and financial activities, certain 
large assets and certain interests in that economic system, 
and they have obtained that through privileges. Yesterdav 
in presenting another brief I mentioned for example section 

SS of the Bank Act. This is a privilege given to ven companics 
in Canada: of course they have a privilege which other 
financial organizations do not have, and they can use that 

to accumulate large assets -- in a very legal and honest 

way, Of @ourse, for the benefit of vene community; coo DoT 
deny that. But you have these vested interests that have 
started before; and especially with the industrial revolution 
of the eighteenth century -~ it might seem' pretty far fetched, 
put it has accumulated until the twentieth century, Now 

sf a new form of economic association or a new form of 
economic system like the cooperative system wants to develop, 
it is very weak compared with the other system which has 


for over two hundred years. Mr. Beauregard 
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are concerned the differénece between the budget, the total 
amount of transactions of the cooperatives, $247,000,000 
af I remember well, and the total of transactions of other 
companies or ordinary organizations, over, if I remember 
well, $1,600,000,000. 

So this is what I meant by the last sentence of the 
brief. With a traditional system which has existed for the 
last two hundred years, and with a very weak cooperative 
economic system that is developing in Canada, if you change 
your Jaw vnen il think it. would be-for the advantago 1c? oae 
vested interests and to the disadvantage of the country at 
large, because the number of cooperatives now in Canada 
is I think fairly representative of the community of Canada. 

THE CHAIRMAN: I am still of the opinion, Mr+ Perrault, 
with the greatest deference, that this brief does not add 
A 


much to cur discussion... Your other briei, yess Tate ove 


my opinion; I am speaking for myself. 


a 


That. is 


MR. BROSSARD: I suggest, my lord, that we adjourn 


JQ 


until this afternoon, and that we hear this afternoon ‘ne 
Brokersat Association and the Chamber of J*nmerce, which 
are the only two briefs remaining. 


THR CHAIRMAN: Are you willing to lose twenty-five 


minutes? 


MR. BROSSARD: I do not know that the representatives 


are here. 


VR. VAUGHAN: I should like to ask Mr. Perrault one 
question with regard to the second paragraph on page le 
of his brief. Tou say, Mr. Perrault: "Above all, taxation 


on the income of cooperatives and of mutual assurance 


societies or fraternal associations would lessen the buying 


power and the economic activities of the whole communivy 


of producers and consumers.” Well now, what distinction 
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do you make between that and the taxation that applies al- 
ready to companies paying taxes? Or put it this way: 
wou..d that same conclusion apply to companies already paying 
taxes -- that it lessens the buying power and the economic 
activities of the whole community of producers and consumers? 

MR. PERRAULT;: Well, this is what we have in mind, 

Mr. Commissioner, The central or essential idea of the 
cooperative is that it suppresses the middleman. 

MR. VAUGHAN: What do you mean by the middleman? 

MR. PERRAULT: You take for example a cooperative which 
agrees to exchange services without paying anything for the 
services the middleman would render them. An industrial 
undertaking that would provide them with the same goods 
or the same services would charge what they thought that 
Service cost or should return to then. 

MR. VAUGHAN: But you use services, do you TG eg et) 

y our organization? You pay help, you pay salaries; wouldn't 
that be a middleman? 

MR, PERREAULT: Yes, but he does not make any profit. 

MR. VAUGHAN: He gets a salary, doesn't he? 

MR. PERRAULT: It is impossible to go without salaried 
employees; we must pay salaries or wages to these people that 
are acting for the cooperative. What I mean is that it is 
only salaries that we are paying; we are not paying in money 
that can be labelled in any sense of the word as profit. 

If a mutual association or fraternal association or a cooper- 
ative pay a full-time manager $6,000 a year by way of salary, 
they are not paying his living expenses in the general sense 

of the word, plus profit that he may derive. 

MR. VAUGHAN: By the middleman you really mean profit, 


do you? 


MR. PERRAULT: Yes -- not in the bad sense of the word. 
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MR. VAUGHAN: There is no reference to the employees 
oe ow lol ag 

MR. PERRAULT: No, 

MR. VAUGHAN: Well now, that is one point -- 

MR. PERRAULT: If you will allow me to explain further, 
i mean by the middleman one who buys and sells with profit 
either goods or services. 

MR. VAUGHAN: Now, the other point I wished to ask you 
about Ras regard to lessening the buying power. 

If taxation would lessen buying power in a mutual life 
company or cooperative of any kind, would you no say that 
buying newer has been lessened already in places where there 
is taxation -- those companies that pay taxes? 

MR. PERRAULT: Yes, to a certain extent the buying power 
of the companies as such has been lessened. 

MR. VAUGHAN: In other words, if there were no taxation 
the buying power would be much greater; is that what you 
mean? 

MR. PERRAULT: Well, of course I do not advise that 
we should have such a system. 

MRe VAUGHAN: I do not see why that applies to 
cooperatives any more than it does to business generally, 
because if there were no taxes the buying power would be 
very much gréater, according to your argument « 

MR. PERRAULT: But you see, what is tmportant for 
the community, if I can express myself clearly, is that 
there should be an exchange of goods and services, and 
the lewer the cost of those goods and services the better 
4t is for the community at large. If we can produce at 
cost, therefore we can produce more goods and more 
services and exchange more goods and more services, because 


the consumers won't have to pay so much for each good 
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and each service he has obtained from Somebody else, 
Therefore he has more money because he pays less in PEOLIG 
to the middleman; therefore he will have more money to 

buy other goods or other Services, 

MR. VAUGHAN: Yes, I know what you mean, but that same 
argument would apply, would aft not, to business as a whole, 
that if you reduce taxation as a whole there apparently 
would be more money to spend on goods and Services, ~ But 
as it happens, the government cannot do without taxes. 

MR. PERRAULT: You are right, Mr. Commissioner; but the 
Only source of revenue to the government is not the income 
tax. I know we should not Speak of that, but it might be 
better to lower the income tax and raise other taxes, 
for example the sales tax. That would perhaps be fairer 
to everyone. 

MR. VAUGHAN: I notice you mention here two other 
Sources -- customs and excise taxes. 

WR. PERRAUL?: There is only a reference to it in the 
brief. Of course we are concerned here with the ITncome 
War Tax Act anc Excess Profits Tax AGG, WoLOg Wier ce 
hientioned at. paige 11 of the brief, at the beginning of 
the page, first paragraph, that the government would collec? 
more taxes from other sources than income tax -- customs, 
excise, sales tax, et cetera, 

MR. VAUGHAN: Weil, when you speak that way, do the 


people whom you represent, say the farming community, 


- feel they would be satisfied tse pay more customs duties 


and higher sales taxes? 
MR. PERRAULT: There are two angles to that question, 


Mr. Commissioner. If there is less profit and more buying 


power, without raising the rate of sales tax or excise or 


customs taxes, necessarily, they will bring a larger return 
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to the gove I 
e€ government because the people will buy more of goods 


ard services. 


MR. VAUG ; i i : 
MR. VAUGHAN: Yes, that is quite true, but the government 
must get revenue in some way, and if they cannot get it in 


O ios W € 4 a + > s ° = 
ay evney Must getrit an another You suggest that 


customs tax and sales taxes might be increased rather than 
taxes deriv e 

rived from other sources; does that meet with the 
approval of your people, the people whom you represent, 
do you think? 

MR. PERRAULT: That would mean, I think, another royal 
commission to inquice into sales tax and customs and excise 
duties. 

MR. VAUGHAN: You mention that as an alternative. 

T wondered what your authority was for stating that. 

MR. PERRAULT: We were prepared to establish, for 

example, and it was established I think a moment ago by 


another witness that the Central Credit Union for the region 


4s 
Ls 


Snstead of paying one and a half per cent interest on deposi 


were paying two and 4 half per cent, and if a man receives 


one per cent more on his deposit of course his buying power 


49 that much larger. The same thine for the mutuals, We 


were prepared to establish that our premiums were lower than 


other premiums, and not only that, but each year there is 4 


patronage dividend, if I may call it that, one-twelfth of 


the premium, which is already much lower for the same amount 


of life insurance. 650 if you give the same service for less 


money, your customer has more money; therefore instead of 


paying $500 for an automobile he will buy 4 #800 one, and 


without a higher sales tax rate he will pay more to the 


Federal government , in paying more for his motor car, 


That is what 1 mean. 
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I didn't suggest in this brief that the sales tax 
Should be higher, but I suggest that. if through the 
cooperatives you have more money left with the consumer 
after he has paid for the goods and services, he will buy 
more goods, and in buying more goods necessarily the Federal 
government, with the same rates as they are now, will 
collect more on its sales tax, its customs and excise duties. 
That is what I meant. 

MR. VAUGHAN: Just one more question. You mention 
mutual companies in general -~ mutual life companies? 

MR. PERRAULT: Of course it might not be a very exact 
translation. In the province of Quebeo we use the word 
"mutuelle"; our laws speak of mutual life or mutual assur- 
ance, and there are fraternal associations. To be exactly 
on the same basis as in the other provinces it Should be 
understood as being fraternal life assurance societies. 

But our laws use the term “*mutuelle"”; so I take in English 
the same term as our English version.of the law. 

MR. VAUGHAN: It is not supposed to include, then, 
the rather large mutual life insurance company? 

MR. PERRAULT: No, speaking only of the fraternal 
associations, 

MR. ELLIOTT: With regard to the diminution of purchas- 
ing power, Mr. Perrault, what would you say to the statement 
we have heard so frequently of late, that one of the main 
reasons for taxation in our financing is to deminish purchas~ 
ing power? That is given as one of the main reasons for 


financing so largely by income taxes rather than borrowing. 


MR. PERRAULT: During this war we are under peculiar 


circumstances that are going to end. During the war we 


must try to diminish the purchasing -- I would not say 


the purchasing power; I would say the purchasing abilities 


fae 


aig ad i¥ #) 


‘ : p 7 a A 
Bid Prev i nie Bie eH EET AUTRE RAI ee ie stat Me Ba. 0 BR coh ay Vis be 
rm i ‘ , : ' : ‘ i Bhatt , 7" 


ih ; ae ey yolanands ake 


Pe ; t's ie. . epi i 
5 . i vc 4 i al i ina. a aa hin 
iS ee te 3 a 


: ‘ er “ ct Ay > a 
PAS Rm 4 , : - \ re 


i 
it > ines , wire, es ge a Uagney, 25 


) nl 
o 5 * S ; ‘ # a } 
es ‘ be * 5° ieee ; ye * 
4 f ‘ 3 hm ik 4 aS We « | 4 
‘ 4S 1 
"i 
+ if “Sf Z . 
4 F > © a | Pelt; ‘ es 
é ‘ Lay * gore Fey va ay 
ye 
* ‘ # pe ; 
i) 2 = ; foe 4 4 ‘ VCD as ATES 
. 
. TAs iA 
- ‘ 
v4 , ‘ , 
ps = wor 4 
4 Y ‘ ' : ‘ er a 4) ry AT wae * Ve # 
. 
Bey £ ry ixen 
° - “? 
al ‘ , : 
4 xy ze hl a 
x ‘ cee =k Ay, 4 
¥ 
a ai : : 7 ~i 
F bi Pa 4 # z Pe 
: , ‘., ‘ “ 
*~ My > 
er ae . ‘ 4 
“ . 
2 ay Sah Me » 
- ¥ Pe MEL “Seed 
+ 
, a* gy 
F ca 4 Lovet re, 
ioe ‘ " — 
' oe oh A 
.  ALesy Siete ts ws sade, : 
if ® z - a 
al 0 2 eae 
r cP aah «ric Ae 
; isd "« 
Five | OU Rand bees Ge Fae ne rs + iy u 
BEA nes BP pep at 
; : ¢ Sincae, fo : 
mS cn : ; 
b> eB ~ eae 
, ¢ no Pe ee oe 
‘ 1 4 
! + * 
/ Prete ay y 
i < ores . ne c 
" a Ay a pA) pe ot, Clay ees 
' Lh veg) a oe a ne ao oe 
aes 
Fagan c 
es Bag) : ” 
reas SC Ste 2 
t «sh A 
7) 5 
‘ 
, ‘i aihde 9 Bs 5 hoy ty } res <— 
: ‘ on ats. ate 4! 
‘ 
Piney Mor 
eve pes % i 7 
ea ci ‘ an 
’ . 
j 
ene ite of abe: 
‘ non r ad “ 75 ms rt 
- te gts enn Yad ena heat: i” uy 
i ‘ oO atte 
) eee S: ciate e 
“ TR St se ( iM na es . 
; arn bel iy PEG SOMES a bas, te 
whence ale eo =e nf 
, J pa irre 
) - 
Rs it or 4 
a? i 2 r ' 1 se ol i % S 
aha “7 a, 
7 a 
ives 
] » v toa 
: a = =. 
ah ee . 
: 5 Ge he vee Q Ure ia these & nh La! z 
Cescal eae, Etat ante =e 
all ¢ 
4 * . 
mee Te tt ta Sete 
E ” * Nchue * zt 


-344 - (Text } 


of the people, in encouraging more savings and more invest- 
ments on future production. But under normal circumstances 
the purchasing power of the people should be higher. I 

do not mean the purchasing power of the money; that 16 nmoG 


my idea-- it is the purchasing power of the ordinary citizen. 


If he pays less for one service or one good, he will buy 


more of other goods and other services. And that I think 
is to the benefit of our community, because we need an 
expanding economy as much as possible; therefore the more 
there is of purchasing power on the part of the ordinary 
citizen, the more prosperous the country will be. 

MR. ELLIOTT: But under present conditions the reverse 
situation is true? 

MR. PERRAULT: Of course, but these are not normal 
circumstances. I understand that the new laws will be 
drafted for normal circumstances. 


At 12.30 pem. the Commission adjourned until 2 p.m. 
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Afternoon Session 
The Commission resumed 26-2 Demy 
By MR. BROSSARD: We will proceed with the brief of La 
Chambre de Commerce du District de Montreal. 


ROBERT PEHRRON 
Living: in -the \eityoot Montreal, 


1853 Sherbrooke Street West, 
after being duly Sworn, cives 


evidence. 
Se OOO a ee ee 


By MR. BROSSARD: 
Q.- What is your occupation? A. Assistant secretary to 


the Chambre de Commerce du District de Montreal. 

Cites Driet beine) filled by you on behalf of the Chambre 
de Commerce was prepared by a special committee? A. Exactly. 

Q. This special committee had been entrusted with the 
task of studying the question in view of submitting the brief 
to the commission? A. Yes. 

Oo. aeryour brist you. state that thie special committee 
was composed of representatives from ordinary enterprises 
and of representatives from cooperatives. Would Vou “bedl ve 
exactly what you mean by representatives from ordinary 
enterprises by opposition to representatives from cooper- 
ative enterprises? A. I mean enterprises which are not eoooper- 
ative. 

Q. Were the representatives from ordinary enterprises, as 
you say, in the same number. as the representatives from coop- 
eratives? A. No, because obviously the Chambre de Commerce 
is mainly composed of people who are engaged in ordinary 
enterprises and the number of people belonging to cooperatives 


is smaller. But proportionately, I think that cooperatives 
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were very well represented. 

Q. But in smaller number just the same? A. In the minority. 

Qa. Anyway, the composition was not imposed? A. We 
invited application from the members of the Chambre who were 
able to sit on the commi’ssion. 

Q. How many members were in the committee? A. About 
thirty. 

Q. How many of those were what you call representatives 
from cooperatives? 4&4. I could not say exactly. tThere were 
evidently, as representatives from cooperatives, some people 
who are not themselves engaged in our business; they are rather 
looked upon as people who are sympathetic to cooperatives. 

Q. Are those you call representatives from cooperatives, 
people who were merely known as sympathetic to the cooperative 
movement or were there among them any representatives from 
cooperatives? A. I can give you the names uf ‘you wlLke:, 

There were people sympathetic to the movement and people 
belonging to cooperatives, interested as managers or directors 
of cooperatives. 

Q. Of local cooperatives? A. Yes. 

Q. Among the some two thousand members of the Chambre... 
A. We have 3,500. 

Q. Among your members, are there many who are interested 
directly and personally in cooperative enterprises? A. No, 
not very many; there are a few, 1 tia. 

QO, A smell minority? A. Yes. 

Oss: bas brief you are filing the brief prepared by 
this special committee entrusted with study of the question? 
A. The committee discussed the broad outline of the brief 
and the decisions were taken by the committee. I was given 


the task of drafting it. 


Ce Arter being drafted up in its present form and terms, 
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was it approved by the committee? A. I prepared a draft which 
was submitted to the special committee in charge of the 
question aid they made the changes deemed necessary and, 

after being revised by the special committee, the draft 

was submitted to the general Council of the Chambre which 

made further changes. 

Q. Now after having been submitted to the special comm- 
ittee and modified by them, was it approvied or modified by 
all the members of that committee or merely by a majority of 
them? A. The brief was adopted by the whole committee; nobody 
took exception to it. 

Q. Including the members who were supposed to represent 
the cooperatives? A. I must say that there were none at that 
meeting. 

O..That 1s to say thatithis. brief was notvapproved wy 
the members of the chambre who are sympathetic to the 
cooperative movement? A. No. 

Q. Was it submitted to all the members of the Chambre de 
Commerce? A. It was submitted to a special meeting of the 
Council of the Chambre. 

Q. And unanimously approved by the members of the special 
meeting? A. Although certain members at the beginning of the 
meeting made a few remarks, all the members approved the bricf 
when the meeting ended. 

Qe Was it submitted to the 3,500 members of the chambre? 
A, According to the usual procedure followed in similar 
cases. 

GO; fm Limieht in saying, therefore, taak this brief 
represents onlY the opinion expressed by a majority of the 
members of a committee of the Chambre de Commerce de Montreal 
as well as the opinion expressed by a majority of a special 


committee instituted to study the problem? A. If one goes 
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by the usual procedure followed when a similar question is 
submitted to a special committee of the chambre and approved 
by the council, but decision is supposed to represent the 
majority. 

Q. You claim that the council represents the opinion of 
the majority of the members? A. Yes, the opinion of the 
whole chambre, according to the by-laws of the Chambre de 
Commerce. 

Q. Nevertheless, you have published in the last letter 
of the Chambre de Commerce a summary of the main suggestions 
you wished to make? A. Yes, we published a summary which 
we sent to the commission and we received no complaint, no 
protest. | 

The CHAIRMAN; Will you please read your brief. 

The WITNESS: The Chambre de Commerce du District de 
Montreal has 3,425 members distributed among 300 different 
professional classes. 

It was 7 ounded “in 1807. 

‘It holds its legal existence from the Boards of Trade 
Act (Ch. 19, Revised Statutes, 1927) and from the special 
federal statute (Ch. 88, 58-59 Victoria). 

It represents a certain number of business associations 
and certain groups of business men incorporated into ‘self = 
eoverning associations under the by-laws of the chambre, 
such as the following: 

1. The Wholesale Grocers Association of the province of 
Quebec which represents 96 per cent of the wholesale grocery 
trade of Quebec; 

2. The section of grocers and butchers of the Chambre 
de Commerce; 

3. The section of furniture dealers; 


4. The section of tobacco dealers. 
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It contains groups of business men not only from Montreal 
but from towns outside the metropolitan area and even from 
the province of Quebec. 

It has authorized the business men of Lachine and Verdun 
to form themselves into local economic councils organized 
under its by-laws. 

The Chambre de Commerce de la Province of Quebes which 
comprises 82 chambres de commerce o: the province and which is 
incorporated under the Dominion Act 9-10 Edward VII, Ch. 99, 
and which represents about 18,000 business men of the province, 
endorses the brief hereafter submitted. 


Preparation of the Brief 


Following a recommendation of the Chambre de Commerce de 
la Province de Quebec to its constituent associations, the 
Chambre de Commerce du District de Montreal assigned to a 
committee the task of inquiring into the busihess methods 
employed by cooperatives in the provinee of Quebec. It 
instructed that committee to study how cooperatives are work- 


ing and to determine in what way and to what extent they 


Compete With private enterprise. 

This committees, composed of representatives from ordinary 
enterprises and representatives from cooperatives, held at 
least ten inquiry meetings. Later, this committee was 

. 
supplemented by another committee composed of chartered acc- 
ountants and income tax specialists. «#fter six joint meetings, 
a special meeting of the board of directors of the Chambre de 
Commerce was called to receive the brief which will be found 
in the following pages. The board of directors of the chambre 
has approved this brief. 

Divisions of the Brict 

This brief is divided as follows: 


Definition of the Cooperative 
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Principle of Discussion 

sdvantages of the Cooperative According to the State- 

ments of Those who are Sympathetic to it 

Disadvantages of the Cooperative according to the State- 

ments of those who are opposed to it 

Distinction between the Cooperative and the Joint Stock 

Company 

Patronage Dividends 

1. Distinction between agricultural cooperative assoc- 

lations and cooperative syndicates. 

2. Cooperative tradition in respect of refunds. 

Oo. Patronage dividends and the income tax. 

Statutory Reserves 

The Return on Capital by Cooperative Enterprises 

Tax Exemption Prejudice 

Conclusions 

Recommendations 

Definition of Cooperative 

AS With social’ classes, so too»with individuals, the word 
"cooperative" does not mean exactly the same thing, and does not 
connote the same idea. The cooperative is at one time an 
enterprise free from all connections with the state; at another 
Dime’ it means a ‘state concern; for ‘others twill be an) aspect 
of socialism, whereas for others again, it 7s tavbulwark vecainst 
sOCcialismiteself. 

Yor lack of a definition agreeable to all, it can be said 
that the cooperative is a form of private enterprise grouping 
individuals, while the main objective of the company is to 
group .canital. 

The cooperative differs from the capitalist enterprise vy 


the following characteristics: 
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1. It is not a profit-seeking Or eoniZeteon, lu Ga 
established to meet the needs of its members: 

e. The distribution of surplus known as "patronage 
dividena" is made in a cooperative in proportion to the turn- 
over of each member and not in proportion to the invested 
capital’ 

5. The vote at the meetings of the cooperative is not 
based on the number of shares held, fivery shareholder, what- 
ever his number of shares may be, is entitled to one vote 
enly ; 

4. The cooperative endeavours to develop among its 
members social and disciplinary senses through education 
Which is an essential element of its organization. 


Principles 


Advantages and Disadvantages of the Cooperative 


The cooperative, according to its opponents or sympeatn- 
LZers offers a number of advantages and disadvantages. 

Without deciding between opinions in this respect, the 
Chambre de Commerce du District de Montreal admits that the 
cooperative system’ is in itself a sound doctrine, 

Regardless however of the good feelings you may have 
toward the cooperative, it must be recognized that it performs 
a commercial duty and that as such it must be subject to the 
same taxes as are levied on the business concern. 

Should the cooperative disappear by reason of being sub- 
jected to the same taxes as its competitors, you would have 
to acknowledge the marked inferiority of its principles and 
business practices. This is however an unlikely contingency, 
as mentioned in an article of the "Cooperateur"™ of January, 
1945, which concluded as follows: “The cooperative system 
does not ask for any favour, ‘norrequest any privilege, How- 


ever, fully aware of its strength and mission, it does not 
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expect to de hindered in its expansion. The tax is not an 
obstacle which will find it unarmed. 
Advantages of the Cooperative According 
to_ its Sympathizers 

(a) The cooperative is a free enterprise which has a right 
to existence. Anybody may join or leave it whenever he likes, 
subject of course to the restrictions that may be placed on 
those principles by free agreements between the parties. 

(b). The application of those principles of competition 
does not in any way prejudice other kinds of enterprises. Ilts 
action on the price of goods is of an altogether economic 
nature, and any one is free to refuse his personal profit to 
distribute it to the purchasers of the products sold by him. 

(c) The cooperative develops the sense of individual 
responsibility of the members belonging to it. Hach indiv- 
jdual being unable to delegate his right of vote, has more 
opportuni ty thancin 4 stock! company to exercise; 77s own 
initiative and therefore has more duties than the shareholder 
OT eserceon 

(a) The cooperative educates the common people and tries 
to develop the social sense among individuals. 1t is through 
the study committee that it tends to expand. That education 
of the plain people constitutes an sminently useful under- 
taking. 

(e) There is no price competition in the cooperative. Its 
formula is to deal at the market price. Its members benefit in 
Him, atthe end .of the fiscal yearn; um the ratio of thers 
volume of business, by the patronage dividend. In the case OL 
the consumer cooperative, the patronage dividend is computed 
on the “overpayments” of the cooperative which, according to 
the meaning given to this word by the cooperator, Senne Ti Us 


any way be called a profit. ‘the "overpayment" is the differ- 
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snee between the cost price of goods plus charges, and the 
selling market price paid by the members. This difference 
between "cost" and "selling" is not a profit but belongs, as 
a matter of fact, to each of the members. This is what is 
refunded to them at the end of the fiscal year, and is called 
"patronage dividend", 

(f) The cooperative appears as a help to average people 
and aS a means to save the country from socialism. 

(g) The cooperative does not interfere with independent 
business. Experience shows that in all countries where the 
cooperative developed, independent business has continued to 


increase. The cooperative has undoubtedly brought about a 


a 


new balance of economic powers. Individuals had to give up 
their own business, but they have started other ones and 
assumed new economic functions. This competition of the 
cooperative would not be more prejudicial than that entered 
into by a newcomer in the same type of business. 

(h) The cooperative appears as a means of creating capital 
in mcieneheeae il ‘provided Tor In “thaw respec. Wine oc 
of Finland and Sweden indicates that those countries, in 
which a great part of the enterprises were owned by foreigners, 
succeeded in recovering their economic control through wie 
eooperative, 

Disadvantages of the Cooperative, 
According to its Opponents 
(a) Ordinary enterprise has developed to a high degree the 
Btanderds of Living and the circulation of gouds. 

(bo) The cooperative hampers private enterprise. Due to 
its development, many enterprises have disappeared which 
rendered real services to the consumer. The assumption that 
the cooperative is not more prejudicial than the competiticn 


entered into by a newcomer in the same type of business, is 


s 
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false because the cooperative enjoys special privileges from 
governments, which in some instances allow it to engage in 
an unfair competition. 

(c) The cooperative opposes itself against private init- 
jative. The individual who established his business tries to 
make it prosper, and then endeavours by all means to distrib- 
ute the largest possible number of goods. The cooperative, 
on the contrary, instead of developing needs, merely meets 
the needs of its members. 

The history of economic development during the last fifty 
years shows that the price of goods has decreased thanks to 
the increase of the purchasing power and the requirements of 
the population. The cooperative which, as a rule, meets the 
needs of its members rather than it attempts to create then, 
does not put forth so much zeal to develop the needs of the 
population. Those needs, when Left to themselves, finally 
tend to diminish and thus to lower the standard of living. 

(d) The cooperative interferes especially with small 
business. The small enterprise which has to close its doors, 
particularly when it is located in a small town or village 
where its customers are composed of individuals who become 
"co operators", is closed overnight. 

(e) The cooperatives in the province of Quebec have 
not proved better managers than ordinary enterprises. Many 
cooperative enterprises have failed or disappeared since ©d 
years. 

(f) The cooperative enjoys, owing to its status, tax 
exemptions which place ordinary enterprises at a definite 
disadvantage in that respect, especially since taxes are so 
heavy. Certain cooperatives have set up reserves which could 


not have been built without those tax exemptions. 
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Distinction Between the Cooperative and the 


Limited Compan 


If, considering the cooperative regardless of the dis- 


advantages or advantages it may offer, we try to establish a 
distinction between cooperative and ordinary enterprise of 
capitalist type, we must first take into account that busines 


practices of cooperatives with adherents or non-members, are 


the same type of business. 


1. The cooperatives buy the products of their members 
to sell them in the open at the market price, or they buy 
un the open market goods they sell to their members, also 
at the market price. 

ae Just.as the ordinary enterprise, the cooperative, 
according to its importance, has a Staff composed: of a 
manager, an accountant, clerks and SO On. 

3. It Keeps a set of books which shall be audited at 
end OT tie -fiscal year. 

Peovist as the ordinery enterprises 20 wall seo up 


reserves to replace its equipment, machinery and so On. 


Ss 


absolutely the same as those of ordinary enterprises operating 


the 


5. The members of a cooperative, like the shareholders 


of a limited liability company, are liable only to the 


extent of the capital subscribed by them. 


So that, in practice —-and more oarticularly with regard 


to the difference in status of the two types of enterprises 
with reference to income tax -- the cooperative differs from 
the business concern, not by the way of doing business, but 


by the manner of dividing the surplus resulting therefrom. 


This leads us therefore to consider the three following 


points: 


I - Patronage Dividends TI - Setting-Up of Reserves 
TTT — Return on Capital 
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T - Patronage Dividends 

In order to clarify our statement on patronage dividends, 
we have divided it into three parts: 
First Part 


Distinction between cooperative agricultural 
associations and cooperative syndicates 


Before giving the definition of a patronage dividend as 
it follows from the practice of cooperative operations in 
the province, it is useful to draw a distinction between 
cooperative agricultural associations under chapter es 


R.S.Q., 1941, and cooperative syndicates incorporated under 


ehapter 290 of the same statutes. 


The spirit of cooperation in the matter of 
patronage dividend. 


Once the distinction made, we have tried to establish 
what was the tradition of the cooperative in the matter of 
patronage dividend independently of the letter or the prov 
incial acts governing it. 

Thind Part 
The patronage dividend and the income tax 

In the third part, we have triec to discuss the problem 

raised by the patronage dividend in the matter of Income ax. 
Ls pane 


Patronage Dividends 


Distinction Between 
the 
Cooperative Agricultural Associations 
and the 
Cooperatives 


ndicates 


a 
(oR 


Cooperative Agricultural Associations 


The cooperative agricultural associations are collective 
services organizations ‘hose activities refer to the produc- 
tion and sale of agricultural products for the collective 


advantage of its members. The latter got together with a view 
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to securing for their products the best selling price, dod- 
uction made of the collective expenses incurred by the cooper- 
ative association to assure the progress of its business. 
Usually, the cooperative association does not buy but receives 
consignitents of products shipped by its members to be sold on 
its markets. A portion of the proceeds of the sale is given 
to the member when the sale is made and he receives the balance 
at tho end of the year when its share of the operating costs 
of the association is deducted. 

We may then conclude that in the present case, the 
patronage dividend is a balance of revenue Whi Chee OULC Te tam 


element of profit only in the hands of the members who 


With regard to the cooperative agricultural associations 
incorporated under chapter 120 the patronage dividend is 
governed by section 25. 

Cooperative Syndicates 

With*regard-to cooperative syndicates incorporated under 
chapter 290, already quoted, the patronage dividend is 
governed by section 38, which, incidcntally, is worded in 
terms such that they may result in an interpretation’ contrary 
to that one would like to see Linked with eee practice of 
cooperation. Generally, the matter under consideration here 
refers to the consumer field in which syhdicates of the 
Rochdale type operate ... "La Familiale™ of Montreal seems to 
oretty well illustrate that type. The 1embers, instead of 
being sellers, are purchasers and usually ane not in business 
themselves, consequently the refund which the syndicates may 
give them at the end of the year, Peprescnid Tom toem.c 
reduction of their cost of living and cannot be taken into 
secount in the preparation of their income tax report. 

As far as the syndicate itself is concerned, sectiou u_, 


already quoted, stated that: “The general meeting shall 
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determine the amount of the profits which it shall allot". 
Such terms can be interpreted diffcrently according to the 
letter of the act, or the cooperative spirit of the same act. 


spirit of the cooperative in the matter of dividend 


atronage 

As a mattor of fact, if one rests on the spirit of the 
cooporative rather than on the letter of the provincial acts 
which govern it, it may be said that it is understood between 
the cooperative and its members that transactions are done at 
eurrent prices only to simplify matters. In reality, trans- 
Bactions are subposed to be done at cost price plus costs. (in 
is on aceount of that tacit agreement that the patronage 
dividend should be considered as an adjustment of prices, 
that is to Say as an expense and not on account of the prin- 
Giple that it is impossible to make a profit out of oneself. 
This principle could hardly apply in the case of the cooper- 
ative incorporated as a limited liability company and which is 
then a moral body distinct from its members. The cooperators 
dealing with their cooperative are in ‘the same, OCs tion one 
person buying from a company of which he is a@ shareholder. 

It follows from the foregoing that the profits not dis-’ 
tributed in patronage dividends should be taxed. Such promise 
do not belong to the members individually but to the cooper- 
atives as an enterprise. In the case of Gi Strivublon, Of ale 
cooperative's asscts, the secumulated surplus is absolutely 
of the same nature as the Brot. be 1O a ee Gorporavion« 9 bite 
used generally to ereate reserves or as return on capital. 

The patronage dividend and the income tax 

According to section AP of the Income Tax Act, cooperative 

es are allowed to transact 20 per.cent of their business 


syndicat 


with non-members. The profits made by the cooperative on 


such transactions with non-members (which profits, like the 


others, are not taxed) may allow $n certain cases to pay the 
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expenses, create reserves and return on the capital invested 
so that the profits accruing from transactions made with tho 
members may be returned to them totally or almost totally. 
such a patronage dividend would be necossarily lower if the 
cooperative would deal only with its mombers, which mcans 
that, directly or indirectly, the patronage dividend is 
composed of a portion of the profits realized with the non+ 
memvers, Or which Lbs Vvory difficult; ae, toseay impossible, 
to estimate the importance. 

Consequently the patronage dividend Searnoteonlys bie 
reimbursement of the surplus made on transactions with 
members. It can be assimilated to the discount granted by 
some ordinary commercial enterprises and based upon the 
volume of business. 

It is to be noted, however, that in determining the 
BHount of the dividend, the general meeting may decide that 
only a portion will effectively be distributed to members, 
the other. portion being at the disposal of the cooperative 
and forming a kind of a loan from the enterprise to the 
members who compose samc. Ayich a loan has not the same 
character as a loan contracted by ordinary enterprises, in 
the same sense that, on the one hand, the lender has not 
necessarily given his consent, and that, on the other hand, 
he cannot demand the reimbursemtnt» 

For the above-mentioned reasons, 4 distinction should 
be made between - 

1. The patronage dividends effectively paid to the 

members, which dividends retain, ipso fa0to bie 

character of a discount based on the volume of business 
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- [I - 
otatutory Reserves 

Both acts of the province of Quebec already quoted, provide 
for the setting up of reserves generally known as "general 
reserves" and "provident reserves". Both reserves being of a 
general character could give rise to objection with reference 
to the practice set in the application of the Income Tax Act 
which permits to recognize only as expenses, reserves set up 
for clearly determined and well defined conditions. Such are, 
Pao instance the reserves for depreciation of productive 
investments such as buildings, machinery, equipment, etc., 
and reserves for doubtful accounts. 

It would be well to define or to determine the terms 
actually used in the balance sheets of cooperative associations 
or cooperative syndicates, so that they would have the same 
meaning as those used by enterprises paying tax. 

- III - 
Return on Capital 

With reference to cooperative agricultural associations 
governed by chapter 120, the capital invested in the enterprise 
comes from common and preferred shares. The act provides @or 
Tie payment of imterest on the capital derived from either 
source. The act uses even the word dividend which suggests 
the idea of siete pation OT. PLroLiuss 

The cooperative syndicates have only one kind of capital 
composed of fixed deposits, that is to say that they can pe 
withdrawn only after a notice as provided for by by-law. The 
interest paid on such depositsis optional accordingly as there 
are ororits;, and. it may be as a distribution .of prot Lies 

The return on capital of an agricultural cooperative or 
a cooperative syndicate, whether such capital consists of 


common or preferred stock, as such return is subject to the 
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existence of profits, must be considered as a distribution 
of profits and not as expenses. 
Prejudice Arising from Exemption of Tax 

The exemption from income tax now granted to cooperatives 
and mutual associations in accordance with section 4 G.I.P. and 
Q. Operates alike to the detriment of private enterprise and 

as individuals. 

Before the war, when the income tax rate was lower, the 
exemption granted to cooperatives could pass unnoticed. It is 
quite different now with the Excess Profits Tax Act which ue 
inpo tToree an Sddi tion ‘to.a rise” in income tax rates. Vine 
taxes the corporate enterprise and the ordinary taxpayer will 
have to pay will be all the higher in the future as the coop- 
eratives which are exempted will develop at their expense. 
Heavily taxed enterprises which anticipate even heavicr imposts 
before long, can hardly compete with cooperatives exempted from 
-axation. The advantage given to the cooperatives has already 
caused capitalist enterprises to fold up, also discourage the 
investment of capital and the creation of new enterprises 
which nevertheless would be so necessary to create employment 
for everybody after the war. 

Conclusions 
We have seen in the previous pages that: 
1. The cooperative is an enterprise with a commercial 
function and, as such, should be subject to the same taxes 
i affecting the ordinary commercial enterprise; 
>, The cooperative is a moral body distinct from its 
members and the profits which are not distributed to them 


ag patronage dividends are of the same. nature as the 


undistributed profit of a company, 
3. The. patronage dividend does not come solely from the 


members. It contains directly and indirectly a portion of 
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the profits made on the non-members. It has also the 
character of a discount on the volume of business; 
4. The exemption from taxes granted to the cooperatives and 
mutual associations increases unjustly the burden of taxes 
which the ordinary enterprise must bear; 

Oo. The exemption of taxes enjoyed by the cooperatives puts 
them in a privileged position as compared with the ordinary 
enterprise. 

Recommendations 

For the reasons already mentioned La Chambre de Commerce 
du District de Montreal: recommends: 

That the cooperatives and mutual associations be subject 
to the Ihcome Tax Act in the same manner as companies with 
partnership capital and that the Income Tax Act be so amended 
accordingly: 

That all discount, reduction, patronage dividend, bonus 
or dividend paid. in cash to customers of 4 commercial enter- 
prise (cooperative or otherwise) at the pro rata of its volume 
of business and the profits accruing therefrom, be considered 
as expenses: 

That as soon as circumstances will allow, the Income Tax 
Act be entirely revised in order to eliminate the Pajustiecs 
rt contains’. 

By MR. BROSSARD: 

Oi wn the«rirst part of your brief you demonstrate rather 
objectively what is generally understood, on the one hand, as 
advantages of the cooperative and, on the other hand, as its 
disadvantages? A- On the whole, we have pointed out in this 
brief some of the advantages which have been noticed during 
our injulries by the representatives of cooperatives and some 


of the disadvantages which have been pointed out by the rep- 


resentatives of private enterprise. 
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Q. This statement of advantages and disadvantages is, may 
we say, but an illustration of the opinion entertained by the 
members of the committee charged with examination of the 
problem? A. The opinion of those who are sympathetic to 
cooperatives and, on the other hand, of those who are against 
them. 

Q- However, we find nevertheless in the chapter outlining 
the drawbacks of cooperatives certain assertions concerning 
which you mey perhaps enlighten us further. In the chapter 
about drawbacks, chapter (c}) you state: -"The cooperative, on 
the contrary, instead of expanding needs, confines itself with 
supplying the needs of its members". Has it not been shown in 
the light of experience outlined before the commission, accord-~ 
ing to proof thereof adduced in certain cases, that cooperatives 
do not limit themselves to transactions with their members but, 
quite to the contrary, are eager to do business with others 
who are not members, particularly in remote regions where a 
refusal to ‘deal with non-members would amount to quasi- 
injustice? A. These are the drawbacks which have been pointed 
out by the members; it is not the opinion of the chamber. The 
cooperative is not anxious to expand the needs of its members 
BY eustomers. It is not a question of discrimination between 
members or ordinary customers; it does not wish to develop 
business generally. 

Ores policy or is it as & Cesult or putting into 
practice cooperative principles? A. It is rather a matter of 
DOLLS ys 


. At paragraph (d) of the same chapter, it is stated: 


cD) 


"The cooperative particularly hampers small business. The small 
enterprise which must close down especially if it is situated 
in a small town or small village where its trade is with 
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persons who become tcooperators', is wiped out overnight". 
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Is this also an expression of opinion shared by members of 
that committee and, if so, is it based on facts which, to 

your knowledge, have been reported and which you might 
communicate to the commission? A. It is the opinion of 
certain persons who, not being necessarily members of that 
committee, were invited to attend in order to supply information. 
As far as information is concerned, there are cases which have 
been brought to the attention of this commission; there is the 
case of the small village where there was a cheese factory or 
putter factory. At a given time, it is, decided vo organize a 
cooperative. The cooperators come to the owner and say: "We 
are buying you out and you can go elsewhere". He has no 
choice, he must close down. 

Q. Does this obligation on the part of this cheese-maker 
or butter-maker to close down result from the fact that the 
cooperative is not obliged to pay taxes on income or on excess 
profits, orlis tionot merely due vo the fact thet. under 
pressure from the greater number he has to give up? A. In 
the past, it was due to that pressure but to-day, owing to 
the advantage there is in not oaying taxes, the trend of that 
can change affairs and people, in view of the exemption from 
taxation, want to organize themselves into cooperatives. 

Q@. You claim that the fact of the ec: »perative being 
exempted from taxation induces the citizens of a village to 
organize themselves into a cooperative to the prejudice of the 
small dealers of the locality?) A. Yee, tet is my opinion. 

Q. Is it based upon an experience of actual facts which 
you may quote before this som aeuons ie. Evidently, it would 
be on facts which have been mentioned in the course of our 
inquiry, and, unfortunately, I could not quote them. 

0. “Are ao asking the commission to accept as absolutely 


sure these facts if you are unable to produce any more details 
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with reference to them? A+ I am not asking the commission to 
accept them. I say that what we have pointed out as advan- 
tages and disadvantages, is the Opinion of the very people who 
have expressed it and thet the chambre de commerce could not 
take this opinion as its own. 

Q- Similar remarks may be made regarding assertions con- 
tained in paragraph (e) where it is said: "A great many 
cooperative enterprises have, since 25 yéars, gone into bank- 
ruptcy or disappeared? a, Yese Uitte tact the opinion of 
the chambre de cormerce, it is the Opinion expressed by certain 
persons who were consulted. 

Q- Consulted by the special committec? Ae Exactly. 

Q- After all, the conclusions of your brief are based 
On opinions given by a few individuals consulted by the 
chambre de commerce? 4A. Exactly. 

Q- Your conclusions are divided into two groups. On 
tie One land, wou claim that cooperatives and mutuals -- nowhere 
mentioned-in your brief -- should be made as much liable to 
the provisions of the Income Tax Act ag Stock companies, and, 
ie econ enlac6, that a i) discount, reduction, refund, 
bonus or dividend paid in cash to the clients of any 
commercial enterprise (cooperative or otherwise) in the ratio 
of its turnover and out of the profits resulting therefrom, 
should be considered as an expense. .Do these two Suggestions 
which you are submitting to the commission depend the one on 
the other? Are you pressing both of these suggestions at 
once or alternatively? A. Both of them; the one does not go 
without the other. 

Q- You are therefore claiming that any deduction made by 
any enterprise whatsoever .should not be considered for taxation 


on income purposes? A. Any discount allowed on the turnover, 


provided this discount is paid in cash, 
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Q. Have you any assertions in your brief which could 
entitle you to arrive at such second conclusion of your bricf? 
A. The whole section devoted to the patronage dividend covers 
that phase. 
Q. Are you basing this on your allegation as to how 


cooperatives proceed in matters of patronage dividends? A. 


Apsolutely. 


Q. Are you aware that at the present time there are some 
commercial houses other than cooperatives which allow their 
customers what are called discounts based on volume of 
business? A. Absolutely; I have already pointed it out. 

Oiirs it to your “knowledge “thav;y up tip now, bne Enecise 
Tax Department refuses to consider these discounts as expenses 
to be deducted for income tax purposes? A. I could not mention 
sndividual cases but it has been stated to ne that. aneertalLy 
cases, such patronage dividends were not admitted for 1ngome 
tax purposeSe 

QO. Whe has told you that? A. Members of the department. 

Q. It follows therefore that such a policy has been 
adopted by the department in their refusal to accept these 
deductions for income tax purposes: "A. Certain discounts are 
considered as expenses while some others are not. 

Oe oli YOuUr summing up, you claim that these discounts 
should be considered es expenses? A. Yes. 

Ge bare “you especially singling out these very discounts 
which at present are not aamitted by the department? A. Ves. 
me Nora that in the matver of giscount or patronage dividend 
the cooperative and private enterprise should be considered 
absolutely on the same footing. 


Q@. Do you make a difference about the return to the -share= 


holder and the return to the association member on their res- 


pective capital, on their respective share of capital? <A. Do 
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you mean by shareholder or member, the member who owns a 
certain number of association shares in the capital of the 
cooperative? 

A. In the case where a sum of interest or a dividend is 
paid on this partnership share, do you make a difference 
between this return on the share capital of the cooperative 
and on the capital of an ordinary company? A. Absolutely not. 

OT see that, in your brief, youphave/uet dears with the 
social and educational viewpoint of cooperatives which many 
of them heve emphasized before this commission? A. At the 
very beginning, we have conceded that whatever may bewLts 
social, economic or other advantages, that whatsoevor 
advantages the cooperative may have, it remains true never- 
theless that private enterprise can also have certain advan- 
tages. it has been shown that the cooperstive was Wey UL was 
it has not yet been shown that private enterprise is useless. 
Tt has been alleged thet the cooperative supplied services to 
sts members. I know, and everybody knows enterprises which 
render services to their members; a company selling cement 
tells its members how to use this cement. Even from a.social 
standpoint, many companies have their own social centres for 
the benefit of their employees. These companies, for all that, 
are not exempted from taxes. The chambre does not dispute 
the Lach that whe cooperative $s useful. Nevertheless, what- 
ever may be such usefulness, it should not be exempted from 
taxation. 

Q. You disregard the social services the cooperative may 
give and only Rive your attention to its purely economic 
features? <A. We believe that the cooperative is above Siw ON 
at least is in the nature of 2 commercial operation and Los 


by virtue of this commercial operation that 4,t deserves to be 


taxed. 
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Q. You therefore differ as to the social features being 
sbove all the prime factors of cooperatives? A. My opinion is 
that if one would go to any cooperators and would ask them: 
"Do you want to subscribe #50 towards the development Or the 
Feeion;", theres would be’ many cooperators who would not be 
interested. The object consists in getting products on the 
hest terms possible and to dispose of their own at the best 
possible price. In my estimation, that is the prime object 

of the cooperative. 

By MR. NADEAU: 

DO, fe cooperatives were taxed “on their income, do you not 
anticipate disastrous situations which might hurt ordinary 
enterprises, particularly as to or lces » ieee understand that, 
instead of granting a patronage dividend, the cooperative could. 
sell at cost price. What would be the result? It may be more 
or less advantageous for the one or the other. at all ‘events, 
there would be no window-dressing; one would know where he is 
at, Were cooperatives selling at lower prices than private 
enterprises, the latter could readjust these prices. At the 
present time, there are certain people who are under the 
impression that the cooperative will pay lorgs patronage 
dividends, whilst this is only antaiiusion?. | leave pointed 
out that in Sweden cooperatives were selling at cost prices 
boo thet prevavte enterprise could expand. 

See your bprich, you have compared operation methods 
and you have insisted that from a commercial point of view 
these methods were similar. “Did you make the same comparison 
in the course of your examinetion between financing plans, 
especially at the origin, of ordinary enterprises and those 
peculiar in the same circumstances to 4 cooperative enterprise. 
Do you think that in this matter of financing they are on equal 


footing? A. You mean from the standpoint of financing? 


Pag 


‘orises may in 
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Q. 1 Mean initial financing. <A. No, obvicusly; 1 heve 
indirectly pointed out this when I stated that the cooperative 
was rather an association of persons and that their investrent 
was rather limited, and that, with capitalistic enterprises, 
the first steps taken were directed at putting together the 
capital funds required to create the enterprise. 

Q. 50, it may be granted that, at the very beginning, 
cooperatives encounter more difficulties in their financing than 
ordinary enterprises? <A. The matter has its own advantages 
and disadvantages. 

QO. You have also recommended that mutuals be taxed. What 
mutuals have you really in mind. A. In our statement, in our 
brief, we have rather taken up the theoretical point of view. 

On the whole, the same disadvantages and the same advantages 
may be applied to mutuals as to cooperatives. 

Q. When you speak of mutuals, have you particularly in 
ming the farmers' mutuals? A. We have in mind mutuals which 
operate on the same principles as cooperatives. 

Q. Which deal only with their own members? A. The cooper— 
ative deals with non-members. 

Q. Are there any insurance mutuals which insure others 
than their own members? A. I could not say. 

| Ow. You claim that cooperatives have considerably the better 
of ordinary enterprises owing to the fact that they can accum- 
ulate large reserves free from taxes. Aecording tO) your sorters 
jence, what is the situation at the present time, from the 
standpoint of reserve accumulation, with ordinary enterprise? 
Can they accumulate reserves? A. Actually, ordinary enter- 
cortain cases accumulate certain reserves. Tt 
remains nevertheless that at the present rate of assessment on 


. a 5 - : S 
income taking from 40 to 80 per cent of profits, the reserve 


which may be accumulated by private enterprises are necessarily 
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lower than reserves of cooperatives free from taxation. The 
ordinary enterprise which pays 80 per cent of its profits in 
taxation cuts down its reserves to that extent. | 

Q.-Have your final conclusions been approved by the board 
of the chamber of commerce? A. absolutely. 

By MR. BROSSARD: 

Q. At the very beginning of your submission, you say that 
the chambre de commerce of the province of Quebec which includes 
Se chambres de commerce in the province and which represents 
approximately 18,000 business men of the province, approves 

yOUur submission? A, Yes. 

Q. In what manner did the chambre de commerce of the 
province of Quebec approve your submission? A. The executive 
of the chambre de commerce read our submission and wrote us a 
letter endorsing it. 

Q. As a matter of fact, is not the chambre de commerce of 
Quebec submitting a brief to the commission? A. Yes. 


Q. We may get the information from it, if necessary? 


By MR. PERRsaULT: 
Q. You said a moment ago that the summary had been publish- 


od in the bulletin of the chambre de commerce of Montreal? 


Q. Did the summary published in the bulletin contain vie 
conclusions appearing on page 18? a. I said the summary was 
that which was submitted to the commission. 

Seo ne lude: tne conclusions appearing on page 18? 

A. No, not exactly. 

Q@. Did it, among other things, include the first conclusior 
"That the cooperatives and mutual associations be subject to 
the Income Tax Act in the same manner as companies with 
partnership capital and that the Income Tax Act be amended 


accordingly"? a- I think so- 
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- In the last paragraph of your recommendations; you 
say: "That as soon as circumstances will allow, the Income Tax 
act be entirely revised in order to eliminate the injustices 
it Contains". «are we to understand, by injustices, that you 
méan that the cooperatives and mutual societies are exempted 
from the provisions of the act? 4. Not necessarily, put 

that may be one. 

Ewer Une injustices? ay Yes. 

Ge eb ulderstand that your bulletin has been sent to the 
4,000 members, or thereabouts, of the chambre de commerce? 

&- Absolutely. 

By MR. LaTOUR: 

Soe tien 2 OUSSTLON Was asked “ae tone. 

Nr. PARKER (text): I do not wish to interruot, buts 
would like the gentleman to put in the record in what capacity 
he 1s eross—examining this witness so that it will be clear. 

The CHalkMaN: Whom do you represent? 

Mr. LaTOUR: I am the secretary of the chambre de commerce. 

By MR. LATOUR (Translation); 

Q. When a guestion was asked as to the return on capital, 
you said that you considered the return on capital stock as the 
Capltal Of a.cooperative. Do you méan by that that you 


compare dividends to the patronage dividend? We know that 


(4 


presently dividends are taxable. Does the chambre de commerce. 
infer that the patronage dividend should be taxable? A. When 
T said that I compare the capital dividends of the cooperative 
to the dividend paid on the capital of an ordinary company, 

IT do not refer in any way to the patronage dividend. I mean 
the dividend paid on the shares of a cooperative and iL say iv 
4s of the same nature as the dividend paid on the capital 
stock of an ordinary company. 


Mr. PARKER: That, in a sense, completes the brief with 
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the following exception: it will be remembered that yesterday 
we called the Insurance Brokers! sssociation and it was direct- 
ed that the brief be filed. 

The CH»aTRMsAN: It might be called again now. 

Mr. PaRKER: I understand that the representative is 


= 


oresent. 
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Secretary, Insurance Brokers 
‘Association of the province 
of Quebec, being duly sworn, 
testified as follows: 
BY MR. PARKER: 
4« You are the secretary of the Insurance Brokers 
Association of the province of Quebee? Averesy srry 
Q. How long have you been acting as seoretary ? 
A. Twenty years. 

Q@.- Just what is this association? What does the 
membership consist ‘or? A. The members consist first of all 
of agents entirely engated in the insurance business. 

Q. That is, fire insurance?. Ae Coner than Lute; 
they must be exclusively engaged in the insurance business 
Other “than Lifes if they are real estave agents or have 
any other part time occupation they cannot be members of 
our association. 

Q. Their entire time must be devoted to it? A hee 
entire time. They must go through an examination to qualify 
for certificate as a chartered member. It is the only 
associauvion of this kind in the dominions 

oat Q. It represents ordinary fire insurance business 
througnout the province? As Yes, throughout the province -- 
seventeen districts we have. Montreal of course is the 
Largest. 

Q. And this one takes in the whole province? A, The 
whole province. 

Q. About how many members would there be? A. We 
have 602 licensed agents -- 601. 

Q. Who prepared this document? Ke LO, Wat ie 


help of other members of our exesutive committee. 
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Q How many on your executive? <A. We are nine, but 
there were six present at the meeting. One of them was sick 
and the other was out of town. 

Qe Has this document been submitted to the entire 
membership of six hundred? A. No, because the executive 
has full authority to act on these questions. 

Q- How did they acquire the authority? . A. By resolution 
of the Association at the annual meeting. 

Q@.- When was that held? A. That was held in June. 

Q. Was it in anticipation of some such inquiry as this -- 
were you instructed? Ay) in anticipationuer that. “12 
respect to matters affecting the agents directly we are 
called upon to call a special meeting or send a circular 
latter, and in any other matters cropping up during the year 
that affects the agents, we have authority to act. 

Q. But this question of taxation was not submitted 
as such at the annual meeting? A. During the annual meeting, 
nO. 

Q. Was this brief after it was prepared sent to 
them for epproval? A. Tt wilds be, sent to) them, It is 
ready at the present time and probably will be going out 
in the next few days. 

Q. It has not been submitted up to date? A. NO. 

Oroovutnetsapart fromthe ssgeneral authority that you 
have to speak for the association, this represents the views 
of the six members of the executive committee? 

A. YES e- 

Q. Very good; will you read it, please? 

A. If you care to consider it as read, © don't mind. 

MR. PARKER: Well, if there is no one present whc 


wishes to hear the contents of it, that will be quite 


all right. 
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THE CHATRMAN: It is very much along the lines of 
other submissions of this kind? 

THE WIUNESS: I believe so, although I only saw one or 
two of the others. One of them as a matter of fact came in 
after we had prepared ours. We wanted to touch only on 
general principles. 

BY MR. PARKER: 

Q@. You have no concrete suggestion as to what the 
changes if any should be made? A. No. 

Qe tn baxation? As Nos  Thevonily Suse cesti on sha, 
we have is that we feel that a certain number of inequities 
exist at the present time, mostly due to the law which gives 
permission to certain organizations to act, which in our 
opinion might be revised or retouched with the suggestions 
of the commission. 

qg. As I understand it you have not gone into the devails 
of the various acts; you have no definite suggestions to 


° 


place before the Commission as to what changes should be made 
Bus DNS pares 
Q. You are leaving that entirely to the Commission? 
Peevoecne Oommnission. 
THE CHAIRMAN: I think we can take the brief as read, 
then, Mr. d'Auteuil. 


THE WITNESS: Thank you, your honour. 


Submission to the Royal Commission Inquiring into the 
Application of Income and profits Taxes to ©¢G- 
Operatives (including Mutual and Reciprocal Orangi- 
zations Transacting Insurance). 


Seems 


We, the Insurance Brokers Association of the Province 
of Quebec, a body chartered under the laws of the province 


of Quebec, and being the only agenoy association withir 


that province, with headquarters at Montreal, and seventeen 
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organized districts throughout the territory, respectfully 
make the following submissions on the question of Income 
and Profit Taxes in respeot of the application of the laws 
to Stock Insurance Companies on the one hand, and mutual 
and reciprocal insurance organizations on the other hand. 

"1. We, on behalf of our members, as taxpayers pro- 
test that the present inequalities of taxation existing 
between the two groups, is inimical to public interest, is 
unjust and discriminative. 

"2. We, as taxpayers submit that basically the taxation 
laws of the Dominion should be directed toward providing 
Meens,0L Security to every individual and every corporation, 
and every group of individual within the Dominion, and that 
taxation laws should be framed, and applied, in a manner 
which would ensure eguality of taxation on all parties. 

tee sthat the application.of, present, laws, cased) ie 
taxation burden upon mutuals and reciprocals, and creates 
hardship on the companies of stock formation, in as much as, 
indirectly, it places the said mutuals and reciprocals in a 
preferred position in matters of competition for business, 
and the. cost. Of Organization operation. 

"4, We submit, that this differentiatimin taxation 
has the effect of penalizing those who venture capital 
investment in enterprise, and are subjected to taxations 
on the earnings of such enterprise. 

t5, We submit that if, in organizations of a stock 
character, moneys transferred to reserves for the security 
of the public are taxable, and that if this, Dring wae aie 


sound, then moneys transferred from the operations of mutual 


and reciprocal organizations which are transferred to re- 


serves for the protection of mutual and reciprocal poi.cy ° 


holders, should also be taxed, and on the same basis as that 
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applying to stock organizations. 

"6. We submit, as taxpayers, thet under the present 
application of the Tax Acts, the principles of mutual and 
reciprocal organizations (being of a wholly cooperative 
character) are being encouraged indirectly bu the Dominion 
government to the disadvantage of private enterprise. 

"7, We believe that the essential freedom of 
competition and the extension of private enterprise hitherto 
enjoyed,are basically vital to this country's future pros-— 
perity, but that within this freedom of competition and 
private enterprise, all parties without exception should 
bear an-equal burden of taxation and this means bear an 
equal ratable proportion of the defence and administration 
of the country. 

"9, .We are strongly of the opinion that the tax laws 
should be, drawn, and applied, in such a manner as will 
ensure an equal ratio of taxation on every single individual, 
every group of individuals, and every corporate body who 
transacts business within the dominion, and who, from that 
business, derives profit, or surplus or reserve, oF whatever 
term may be applied to the excess of income over expenditure. 

Respectfully submitted, 
The Insurance Brokers Association 
of the Province of Quebeo (Incorporated) 
A65 Bt. J Chl  eirect, Montreal. 
President: Arthur McBean, 


Seoretary: J. GO. dtAuteuil." 


WR. PARKER: There was another one also called yester- 
day, the Quebec Credit Union League Limited. J] believe 


there is no one present representing that organization. 


Pipe bieran >. LS) only in the shape of a letter; it may be 
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that someone will appear on behalf of the larger eroup at 
Quebeo. Perhaps for the moment the best we can do is to 


bake it as read and have it form part of the official record. 


Queboo Credit Union League Limited 
"To the Royal Commission on Cooperatives: 

"We, the Quebec Oredit Union League Limited, respeot- 
fully submit the following brief for your consideration: - 

"We represent eight English speaking credit unions in 
this province with approximately 1,500 members. 

"We heartily endorse the brief submitted to you by the 
British Columbia Oredit Union League. Our principles and 
ruleS are similar to those outlined in that brief. 

MWe believe the essential’ difference between seas Pee 
and private business should be stressed. Private business 
Srieus for tune purpose or making @ prorit, while oredist 
Mens exisSt,.1n order to be of service to their members, 

All transactions of credit unions are entered into with 4 
view to the best interests of the memters, both collectively 
and individually. 

"Tn Granting a loan, the criterion is, not how big 4 
loan a member can be persuaded to take and consequently how 
meh tence’ the eredit union will gain, but rather how the 
credit union can best serve the borrower. If a member is 
better off with a smaller loan, then he would be persuaded 
to take the smaller amount, even if there were no question 
of his credit rating. 

"A oredit union is not a charitable institution and 
it must insist upon the ultimate repayment of all loans, 
but if a borrower falls into financial difficulties through, 


say, illness or unemployment, the credit union may and 


frequently does waive payment of the interest on the loan, 
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"The interest received by a credit union is used to 
provide a reasonable dividend on the savings of the members 
and any excess remaining after payment of expenses (including 
insurance on loans) amd provision for an adequate reserve 
49 refunded to the borrowers as a percentage of the interess 
they have paid. If it is found that a certain interest rate 
regularly provides more than sufficient to pay a reasonable 
dividend, the interest rate is usually reduced, The rates — 
charged in different oredit unions vary from two-thirds 
of one per, cent to one per cent per month on the unpaid 
balance of the loan. Dividends paid to members cn their 
savings are usually at the rate of three per cent per annum 
and in no case have they been higher than four per cent. 

"Tn conclusion, we consider there are sufficient 
differences between credit unions and private business to 
support our contention that credit unions should be exempt 
from taxation. 

"Quebec Credit Union League, Ltd. 


Montreal, M. N. Larsen, Inspector. 
February 14, 1945." 


VR. PARKER: ‘There is a brief which I am informed 
game Go the Registrar's office unaccompanied by any letter 
or by any intimation of where it is desired to have it 


presented. Unless the Registrar can tell us that he 


has recently received further information with regard to 
dln eae be CLOW what more we can do than to place Lt 


on our fires. If someone should appear in Quebec in 


support. of, 15, We can deal with it then. 


THE CHAIRMAN: Under what name was it submitted? 
MR. CHAPDELAINE: he Syndicat dtInitiatives rurales - 


Societe reSie par la loi des Syndicats Cooperatifs de 
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Quebec. There is a memorandum presented by enor Poulin, 
agronome. 

MR. PARKER: There is no one present representing this 
organization, Is it the pleasure of the Commission that 
this be filed with the Montreal briefs, or that it be 
carried forward to Quebec for further consideration? 

THE CHAIRMAN: Carried to Quebec, I would think. 

MR.PARKER: Notice of intention to file a brief was 
received from the Quebec section of the O.C.F., whatever 
that may mean, but it has not been followed up by any 
further action, 

THE CHAIRMAN: Then their notice is noted, and default 
of filing brief. , 

MR. PARKER: So far as I know, that concludes the 
business before the Commission at this session. 

THE CHATRMAN: Then we will adjourn to meet at Quebco 


on Monday next. 


The Commission thereupon adjourned to meet at 


Quebeo on Monday, February 26, 1945, at 10.50 a.m. 
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